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MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED STATES 


A MUTUAL DEFENSE TREATY BETWEEN THE UNITED STATES OF 
AMERICA AND THE REPUBLIC OF KOREA, SIGNED AT WASHING- 
TON ON OCTOBER 1, 1953 


JANUARY 11, 1954.—The agreement was read the first time and the injunction of 
secrecy was removed therefrom, and together with all accompanying papers 
was referred to the Committee on Foreign Relations and ordered to be printed 
for the use of the Senate 


Tue Wuire House, January 11, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the Mutual Defense Treaty between 
the United States of America and the Republic of Korea, signed at 
Washington on October 1, 1953. 

I transmit also for the information of the Senate a document 
containing the joint statement by President Syngman Rhee of the 
Republic of Korea and by the Secretary of State on August 8, 1953, 
on the occasion of the initialing of the Mutual Defense Treaty in 
Seoul, and the text of an address by the Secretary of State on the 
occasion of the slening of the Mutual Defense jy ‘acy on October - 
1953. 

There is further transmitted for the information of the Senate the 
report made to me by the Secretary of State regarding the aforesaid 
treaty. 

The Mutual Defense Treaty signed by the United States and the 
Republic of Korea is designed t 
of our common determination to meet the common danger. It thus 
reaflirms our belief that the security of an individual nation in the 


oO deter aggression DY giving evidence 
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free world depends upon the security of its partners, and constitutes 
another link in the collective security of the free nations of the 
Pacific. 

I recommend that the Senate give early favorable consideration to 
the treaty submitted herewith, and advise and consent to its ratifi- 
cation. 

Dwicut D. E1rsenHower. 

(Enclosures: (1) Report of the Secretary of State; (2) Mutual 
defense treaty with Korea; (3) Joint statement by President Syngman 
Rhee and the Secretary of State; (4) address by the Secretary of 
State. 


DEPARTMENT OF STATE, 
Washington, December 30, 1958. 
The PRESIDENT, 
The White House: 

I have the honor to submit to you, with a view to the transmission 
thereof to the Senate for its advice and consent to ratification, the 
Mutual Defense Treaty between the United States of America and 
the Republic of Korea, signed at Washington on October 1, 1953. 

The provisions of the treaty were negotiated with the Republic of 
Korea by me during the course of a visit to Korea last August to 
discuss problems of mutual concern with President Syngman Rhee. 
Senate leaders were consulted and kept fully informed of the exchange 
of views which led to the development and formulation of this treaty. 

As I stated at the signing of the treaty, it is a defense treaty firmly 
dedicated to peace. It is designed to deter aggression by making 
clear that each party recognizes that an armed attack in the Pacific 
area upon the territory administratively controlled by either would 
be dangerous to its own peace and safety, and declares that it would 
act to meet the common danger in accordance with its constitutional 
processes. The undertaking of each party to aid the other operates 
only in case that party is the victim of external armed attack. Armed 
attack by a party, either against a foreign state, or against territory 
not at the time recognized by the other as lawfully brought under the 
administrative control of the first, does not bring the treaty into 
operation. An armed attack by either party does not obligate the 
other to come to its assistance. 

As another step in the development of a Pacific security system, 
the treaty will complement the earlier treaties which have entered into 
force with Australia and New Zealand, the Philippines, and Japan. 
Like those treaties, the treaty with Korea is in full conformity with 
the objectives and principles of the Charter of the United Nations. 
It affirms the belief of this Government that the security of an indi- 
vidual nation in the free world depends upon the security of its part- 
ners and constitutes another link in the collective security of the free 
nations of the Pacific. 

The treaty consists of a preamble and six substantive articles. The 
preamble sets forth the circumstances for making the treaty, provid- 
ing in particular that the treaty is designed to coordinate the efforts 
of the parties ‘‘pending the development of a more comprehensive 
system of regional security in the Pacific area.’’ Thus evolutionary 
developments are contemplated as in the treaties with Australia 
and New Zealand, the Philippines, and Japan. 
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Article I is identical with the comparable articles in the tripartite 
and Philippine treaties, except for the inclusion of an additional 
phrase whereby the parties agree to refrain in their international 
relations from the threat or use of force in any manner inconsistetit 
not only with respect to the purposes of the United Nations, but also 
with respect to the obligations assumed by any party toward the 
United Nations. 

Article II calls for consultation between the parties whenever the 
territorial integrity, political independence, or the security of either 
party is threatened by external armed attack. The article also 
embodies the principle established by Senate Resolution 239, 80th 
Congress, the Vandenberg resolution, which calls for “self-help and 
mutual aid’ by all the parties to security arrangements joined in by 
the United States and which involve commitments by the United 
States. The provisions of the article are similar to comparable pro- 
visions in the treaties with Australia and New Zealand and with 
the Philippines. 

Article III is the heart of the treaty. Under that article each 
party— 


recognizes that an armed attack in the Pacifie area on eithe the Parties in 
territories now under their respective administrative contre or hereafter reec- 
ognized by one of the Parties as lawfully brought under administrative 
control of the other, would be dangerous to its own peace and safety and declares 
that it would act to meet the common danger in accordance with its constitutional 


processes. 


This language is the same as the comparable provisions in the treaties 
with Australia and New Zealand and with the Philippines except 
that it defines the area within which the treaty is to operate, namely 
in territories now under the respective administrative control of 
either party, or hereafter recognized by one of the parties as lawfully 
brought under the administrative control of the other. This provision 
is designed to take cognizance of the fact that the Republic of Kores 
presently has effective control over only part of Korea. If either 
contracting state should initiate an armed attack against any ter- 
ritory not under its administrative control when the treaty was signed 
or thereafter recognized by the other as lawfully brought under the 
administrative control of the first, the treaty would not apply. Under 
its terms the treaty could continue to be applicable in event that a 
political settlement unifying Korea is reached. In the Australian 
and New Zealand and Philippine treaties the area within which they 
are to operate is defined in a separate article. 

Article IV grants to the United States the right to dispose land, 
air, and sea forces in and about the territory of Korea as determined 
by mutual agreement. It does not make such disposition automatic 
or mandatory. 

According to article VI, the treaty has indefinite duration, but 
either party may terminate it 1 year after notice is given. 

In view of the importance of this treaty as a deterrent to aggression 
and thus to the maintenance of peace and security in the Pacific area, 
it is hoped that it will be given early and favorable consideration by 
the Senate. 

Respectfully submitted. 

JoHn Foster DULues. 

(Enclosure: Mutual defense treaty with Korea. 
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MUTUAL DEFENSE TREATY BETWEEN THE UNITED 
STATES OF AMERICA AND THE REPUBLIC OF KOREA 


The Parties to this Treaty, 

Reaffirming their desire to live in peace with all peoples and 
all governments, and desiring to strengthen the fabric of peace 
in the Pacific area, 

Desiring to declare publicly and formally their common de- 
termination to defend themselves against external armed attack 
so that no potential aggressor could be under the illusion that 
either of them stands alone in the Pacific area, 

Desiring further to strengthen their efforts for collective 
defense for the preservation of peace and security pending the 
development of a more comprehensive and effective system of 
regional security in the Pacific area, 

Have agreed as follows: 


ARTICLE I 


The Parties undertake to settle any international disputes in which 
they may be involved by peaceful means in such a manner that 
international peace and security and justice are not endangered and 
to refrain in their international relations from the threat or use of 
force in any manner inconsistent with the Purposes of the United 
Nations, or obligations assumed by any Party toward the United 
Nations 


ARTICLE II 


The Parties will consult together whenever, in the opinion of either 
of them, the political independence or security of either of the Parties 
is threatened by external armed attack. Separately and jointly, by 
self help and mutual aid, the Parties will maintain and develop ap- 
propriate means to deter armed attack and will take suitable measures 
in consultation and agreement to implement this Treaty and to further 
its purposes. 


ARTICLE III 


Kach Party recognizes that an armed attack in the Pacific area on 
either of the Parties in territories now under their respective adminis- 
trative control, or hereafter recognized by one of the Parties as lawfully 
brought under the administrative control of the other, would be 
dangerous to its own peace and safety and declares that it would act 
to meet the common danger in accordance with its constitutional 
processes 

ARTICLE IV 


‘he Republic of Korea grants, and the United States of America 
accepts, the right to dispose United States land, air and sea forces in 
and about the territory of the Republic of Korea as determined by 
mutual agreement. 

ARTICLE V 


This Treaty shall be ratified by the United States of America and 
the Republic of Korea in accordance with their respective constitu- 
tional processes and will come into force when instruments of ratifi- 
cation thereof have been exchanged by them at Washington. 
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ARTICLE VI 


This Treaty shall remain in force indefinitely. Either Partv may 
terminate it one year after notice has been given to the other Party. 


IN WITNESS WHEREOF the undersigned Plenipotentiaries have 
signed this Treaty. 


Done in duplicate at Washington, in the English and Korean 
languages, this first day of October 1953. 


For the United States of America: 
Joun Foster Duturs 

For the Republic of Korea: 
Y. T. Prun 


JOINT STATEMENT BY SECRETARY OF STATE DuLLES AND PRESIDENT 
SYNGMAN RHEE, OcToOBER 8, 1953 


Following is the text of a joint statement by President Syngman 
Rhee and Secretary of State John Foster Dulles following the con- 
clusion of their talks at Seoul, Korea: 

“Our friendly and understanding consultations demonstrate clearly 
the determination of the United States and the Republic of Korea to 
stand together in cordial cooperation to achieve our common objec- 
tives, including the reunification of Korea. 

“We have today initialed a draft of a Mutual Defense Treaty. 
That treaty is designed to unite our nations in common action to 
meet common danger and it will cement the ties which have brought 
us together to combat in Korea the menace of Communist aggression. 

“Our two Governments will actively proceed with the constitutional 
processes necessary to bring this treaty into full force and effect. 
These constitutional processes, in the case of the United States, re- 
quire that the United States Senate consent to the ratification. The 
United States Senate, having adjourned this week, will not again be 
in regular session until next January. However, United States Sen- 
ate leaders have been kept fully informed of the exchange of views 
which have led to the action we have taken today and it is our sincere 
hope that this will lead to prompt and favorable United States 
Senate action. 

“Between now and the date when the Mutual Defense Treaty can 
be expected to come into force and effect, our armed forces in Korea 
will be subject to the United Nations Command which will comply 
with the armistice terms. If, during this period, there should occur 
unprovoked armed attack by the Communist forces against the Repub- 
lic of Korea in violation of the armistice, the UNC, including the 
Republic of Korea forces, would at once and automatically react, as 
such an unprovoked attack would be an attack upon and a threat to 
the UNC itself and to the forces under its command. Such reaction 
to an unprovoked armed attack would not be a new war but rather a 
resumption by the Communist forces of the active belligerency which 
the armistice has halted. The UNC will be constantly alert against 
such an attack. 
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“Our Governments will promptly negotiate agreements to cover the 
status of such forces as the United States may elect to maintain in 
Korea after the Mutual Defense Treaty comes into force and effect, 
and the availability to them of Korean facilities and services needed 
for the discharge of our common task. In the meantime, the Republic 
of Korea will continue to ¢ Operate with the UNC and the status of 
UNC forces in Korea and the availability to them of Korean facilities 
and services will continue as at present, 

“The armistice contemplates that a political conference will be 
convened within 3 months, that is, prior to October 27, 1953. At that 
conference the United States delegation, in cooperation with the ROK 
delegation and other delegations from the UNC side, will seek to 
achieve the peaceful unification of historic Korea as a free and 
independent nation. We and our advisers have already had a full 
and satisfactory exchange of views which we hope and trust will 
establish a preparatory foundation for coordinated effort at the 
political conference. 

“If, after the political conference has been in session for 90 days, it 
becomes clear to each of our governments that all attempts to achieve 
these objectives have been fruitless and that the conference is being 
exploited by the Communist delegates mainly to infiltrate, propa- 
gandize, or otherwise embarrass the Republic of Korea, we shall then 
be prepared to make a concurrent withdrawal from the conference. 
We will then consult further regarding the attainment of a unified, 
free, and independent Korea which is the postwar goal the United 
States set itself during World War II, which has been accepted by the 
United Nations as its goal and which will continue to be an object of 
concern of United States foreign policy. 

“We recognize that the Republic of Korea possesses the inherent 
right of sovereignty to deal with its problems, but it has agreed to take 
no unilateral action to unite Korea by military means for the agreed 
duration of the political conference 

“We contemplate that the projected 3- to 4-year program for the 
rehabilitation of the war-ruined Korean economy shall be coordinated 
through the combined economic board, under the joint chairmanship 
of the Korean and American representatives. This program con- 
templates the expenditure of approximately one billion dollars of 
funds, subject to appropriations thereof by the United States Congress. 
Two hundred million dollars has already been authorized, out of 
prospective defense savings. 

“We have exchanged preliminary views with respect to various 
problems involving the maintenance and development of ROK land, 
air, and sea forces. 

“We feel confident that the relationship thus established between 
our two Governments marks an important contribution to the devel- 
oping of independence and freedom in the Far East. With unshaking 
faith in the principle of collective security, and with loyal adherence 
to the Charter of the United Nations, we intend to move forward 
together toward the achievement of our common objective—the 
restoration of a unified, democratic, and independent Korean nation. 

“There are no other agreements or understandings stated or 
implied resulting from these consultations other than those herein 
contained.”’ 
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STATEMENT BY THE HONORABLE JOHN Foster DULLES, SECRETARY 
OF STATE, ON THE SIGNING OF THE Mutrvuat Derense TREATY 
BETWEEN THE ReEpusBiic: oF KOREA AND THE UNtTrEeD STATES, 
OcToBER 1, 1953 


I am very glad today to have the honor of signing this treaty 
which last August President Rhee and I worked out together during 
my visit in Seoul. 

For more than 3 years the armed forces of the Republic of Korea 
and the United States have been joined together with the Sianeli of 
our allies under the United Nations Command in repelling the Com- 
munist aggression. Thus the signing of this Mutual Defense Treaty 
between the Republic of Korea and the United States of America 
formalizes a relationship that has already been established between 
our countries. 

This treaty is a defense treaty firmly dedicated to peace. Its 
purpose is to deter aggression. We have no aggressive intentions 
toward any nation, but we must recognize that in a world where the 
forces of aggression still constitute a threat, constant preparedness 
and constant vigilance are the price of our freedom. Bitter experience 
has taught us that weakness invites aggression; that the requirement 
of peace and security is the maintenance of our strength. Like those 
treaties the United States has already concluded with the Philippines, 
Australia and New Zealand, and Japan, the treaty we have signed 
today is in full conformity with the aims and principles of the Charter 
of the United Nations. It affirms our belief that the security of an 
individual nation in the free world depends upon the security of its 
partners and constitutes another link in the collective security of the 
free nations of the Pacific. 

It is our intent to proceed actively to bring the treaty into full 
force and effect. In the United States, the constitutional processes 
requ ire the consent of the United States Senate to the ratification. It 
is our sincere hope that the full exchange of views with its leaders 
which has taken place during the development of this treaty will 
lead to prompt and favorable action by the United States Senate 
when its next regular session convenes in January. 

As set forth in the joint statement of August 8 by President Rhee 
and myself between now and the date when the Mutual Defense 
Treaty can be expected to come into force and effect, the armed 
forces of our two nations in Korea will be subject to the United 
Nations Command which will comply with the armistice terms. 
During this period, if there should be an unprovoked attack by Com- 
munist forces in violation of the armistice terms, the United Nations 
Command would immediately and automatically react 

In no way can this treaty be construed as prejudicing or prejudging 
a settlement of the Korean problem. It is an undertaking to settle 
by peaceful means any international dispute in which the parties 
may be involved and to refrain in their international relations from 
the threat or use of force. 
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Finally, | want to express our hopes that a political conference will 
be held and that a peaceful settlement of the problem of the long- 
sulfering Korean people will be found. And again I wish to empha- 
size that the treaty we have signed today is evidence of our common 
desire for peace, and of our conviction that a strong resolve to resist 
aggression is a firm step toward this goal. 











ATTMIIRIMO Serre rm sarc 


DOCUMENTS MAE 2 dL 


$3p ConarEss SENATE EXECUTIVE 
9d Session B 


INTERNATIONAL SUGAR AGREEMENT 


MESSAGE 


FROM 


THE PRESIDENT OF THE. UNITED STATES 


TRANSMITTING 


THE INTERNATIONAL SUGAR AGREEMENT, DATED IN LONDON, 
OCTOBER 1, 1953 


Fesruary 3, 1954.—The agreement was read the first time and the injunction of 
secrecy was removed therefrom, and together with all accompanying papers 
was referred to the Committee on Foreign Relations and ordered to be printed 
for the use of the Senate 


Tue Wuirte Hovss, February 3, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith a certified copy of the International 
Sugar Agreement, dated in London October 1, 1953. 

I also transmit, for the information of the Senate, the report made 
to me by the Acting Secretary of State with respect to this matter. 

Dwicutr D. EIisenHower. 

(Enclosures: (1) Report of the Acting Secretary of State; (2) certi- 

fied copy of the International Sugar Agreement.) 


D®ePARTMENT OF STATE, 
Washington, February 2, 1954. 
The PRESIDENT, 
The White House: 

I have the honor to transmit to you a certified copy of the Inter- 
national Sugar Agreement, dated in London October 1, 1953, with 
the recommendation that it be submitted to the Senate for its advice 
and consent to ratification. 


42118—54—_-1 








2 INTERNATIONAL SUGAR AGREEMENT 


The agreement, which was signed for the United States of America 
and 23 other states is designed to regulate the international marketing 
of sugar and seeks to maintain the world price of sugar within a given 
range. Its stated objectives are (1) to assure supplies of sugar to 
importing countries and markets for sugar to exporting countries at 
equitable and stable prices, (2) to increase the consumption of sugar 
throughout the world, and (3) to maintain the purchasing power in 
world markets of countries largely dependent upon the production or 
export of sugar. 

The United States is a party to the International Agreement Re- 
garding the Regulation of Production and Marketing of Sugar, signed 
at London on May 6, 1937 (59 Stat. 922). The operative provisions 
of that agreement were suspended at the onset of World War II when 
sugar became critically short, and there was no longer any reason for 
imposing export quotas or maintaining stock controls. The oo 
agreement was prolonged, however, beyond its original period of 
years by a series of poeereta since it was considered desirable - 
maintain its administrative body, the International Sugar Council, 
as an international forum for dealing with postwar sugar problems. 
The last protocol, dated in London August 31, 1952, and approved 
by the United States Senate on July 27, 1953 (S. Ex. L, 83d Cong., 
Ist sess.), extended United States participation in the Council until 
August 31, 1955. 

The 1952 protocol recognized that revision of the 1937 agreement 
was necessary to meet the marked changes in sugar production and 
trade which resulted from the war. lactase, it was provided 
that in the event of a new international sugar agreement coming into 
force the sugar agreement of 1937 would thereupon be terminated. 
Sugar surpluses had again become a threat in the world market as 
early as 1949. In the summer of 1950 member countries of the Inter- 
national Sugar Council were engaged in drafting a new sugar agree- 
ment to meet the situation when the Korean outbreak removed for 
the moment the danger of a collapse in world market prices. The 
temporary inflation in sugar prices, which followed, stimulated even 
greater production and in 1952 prices began to recede rapidly as 
surpluses developed. At a meeting on November 24, 1952, the Sugar 
Council resolved to ask the United Nations to call a world sugar 
conference in 1953 to negotiate a new international te agreement. 
Study of this request by the United Nations Interim Coordinating 
Committee for International Commodity Arrangements resulted in a 
decision by the Secretary General to convene a conference in London 
on July 13, 1953. Delegates from 38 countries and observers from 12 
others provided representation at the Conference of all the principal 
sugar producing and consuming areas of the world. 

The executive branch has been in favor of a new International Sugar 
Agreement for several reasons. An effective agreement can do much 
to improve marketing conditions for sugar and help to stabilize the 
economies of a large number of countries in all parts of the world 
dependent on export trade in sugar for a large part of their foreign 
exchange. Close at home the Caribbean area is singularly dependent 
on sugar production and export for the well-being of its people. It is 
important that the United States give its support to this measure as 
it should help to promote the general welfare and political stability 
in an area in which our economic and strategic interests are very great. 
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The need for a sugar agreement is illustrated by the situation pre- 
vailing during the past marketing year. A serious oversupply of 
sugar was eV ident and prices were depressed to their lowest levels 
since 1945. The situation wovld have reached serious propertions if 
Cuba had not voluntarily imposed severe restrictions on its 1953 crop 
and withheld 2 million tons of its 1952 crop from the market. The 
conditions requiring this action, however, have remained. Neither 
Cuba nor any other single producing country can continue to correct 
them by its own action without parallel action by many other countries. 

Our — sugar producers have supported the negotiations 
toward a new sugar agreement in the realization that the United 
States eat do its part to help avoid disastrously low prices in the 
world market and a severe depression in the sugar industries of friendly 
foreign countries. Sugar prices in the United States are normally 
maintained at higher levels than those in the world market under our 
domestic sugar legislation, but surpluses of unmanageable proportions 
in the Caribbean area would ultimately have a depressing effect on 
our prices. 

The new International Sugar Agreement would have but little 
effect on trade in sugar in the United States. Marketings of suga 
in the United States from both domestic and foreign sources are now 
regulated by the provisions of the Sugar Act of 1948, as amended, the 
objectives of which are consistent with those of the new agreement. 
The agreement would require the United States to take the necessary 
action to deny, to any full-duty countries which may elect not to 
participate, the benefit of any future expansion of the United States 
market for sugar. Under the provisions of article 7 the United States 
and other importing countries would be obligated to restrict their 
imports of sugar from nonparticipating countries as a group during 
any quota year to the total quantity that was imported from those 
countries as a group during any one of the calendar years 1951, 1952 
195 >, 

This prov ision is incorporate dl to prevent nonparticipating countries 
from gaining advantages at the expense of participating countries. 
Some countries which export relatively small quantities of sugar to 
the United States may not accede to the new International Sugar 
Agreement. Implementation of this provision would therefore mean 
that the United States would not during the life of the agreement 
permit imports of sugar from these countries as a group to exceed the 
quantity imported in any one of the 3 base years. Thus countries 
which remain out of the agreement could not participate in future in- 
creases in sugar consumption in the United States. However, the 
quantity of sugar involved is likely to be less than 50,000 tons over 
the entire life of the agreement, and would be readily obtainable from 
other foreign countries under the provisions of existing sugar legisla- 
tion. 

As the United States is dependent upon foreign sources for almost 
half of its sugar requirements, it will have the status of an importing 
country under the agreement. No export quotas are assigned to 
importing countries. There is no specific prohibition against exports 
from a country having the status of an importer, although such 
exports, if made in substantial quantities, would clearly be contrary 
to the spirit of the agreement and would render its administration 
difficult. As our prices are maintained at higher levels, the United 
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States normally exports only very minor quantities of ‘‘quota”’ sugar, 
1. c., sugar eligible for marketing in the United States under the 
quota provisions of the Sugar Act. Payments are made to domestic 
erowers of sugarcane and sugar beets as a condition of compliance 
with certain provisions of the Sugar Act, and it is presumed that all 
sugar on which such payments are made will be marketed in the 
United States. The Sugar Act includes no prohibition against exports 
of such domestically produced sugar, but the marketing controls 
provided in the Sugar Act will cause exports of such sugar to be minor 
under normal conditions. Exports of sugar entered under bond for 
refining and reexport would not be affected by the International 
Sugar Agreement. 

Under the sugar agreement a basic export quota is assigned to 
each exporting country (art. 14). This quota represents the country’s 
proportionate share of the world’s “free market.” At the beginning 
of each year, basic export quotas will be adjusted pro rata so that in 
total they equal the estimated requirements of the free market during 
the year (art. 18). The agreement seeks to stabilize world prices 
within a range of 3.25 to 4.35 cents per pound (art. 20). Whenever 
the price exceeds this range, free market supplies will be increased 
by raising export quotas; conversely, whenever the price falls below 
the minimum limit, available supplies will be restricted by decreasing 
quotas (arts. 21 and 22). 

Kach exporting country agrees that its net sugar exports to the free 
market in each quota year will not exceed the export quotas established 
for it under the provisions of the agreement (art. 8). It is also agreed 
by the exporting countries that they will take all practicable action to 
insure that the needs of participating importing countries are met at 
all times (art. 9). To this end, if the Sugar Council should determine 
that, notwithstanding other provisions of the agreement, participating 
countries which import sugar are threatened with difficulties in meet- 
ing their requirements, the Council must recommend measures to the 
exporting countries to give effective priority to those requirements. 
Exporting countries are then obligated to give priority, on equal terms 
of sale, to participating importing countries. ‘To facilitate the stabili- 
zation of prices, exporting countries are obligated to adjust production 
to the quantity needed to provide for local consumption, to fill their 
export quotas, and to maintain stocks within the maximum and 
minimum limits specified under the terms of the agreement (art. 10). 

The world “free market” for sugar, which the agreement seeks to 
stabilize and apportion among exporting countries, represents all the 
export market for sugar not filled through special trading arrange- 
ments recognized in the agreement. All sugar destined for consump- 
tion in the United States is excluded (art. 17). The bulk of the sugar 
requirements of the United Kingdom and the British Commonwealth 
wre excluded from the free market (art. 18). Likewise, sugar moving 
into the Soviet Union from Poland and Czechoslovakia is excepted, 
as are shipments of sugar within the French Union (art. 14). The 
gereement also does not apply to movements of sugar up to a net 
amount of 175,000 tons per vear between the Belgo-Luxembourg 
Keconomic Union (including the Belgian Congo), France and the 
countries Which France represents internationally, the Federal Repub- 
lic of Germany, and the Kingdom of the Netherlands (including 


Surinam) (art. 1: About one-third of the sugar moving annually 
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in international trade falls within the concept of the free market and 
would be regulated by the agreement. 

There are embodied in the agreement several provisions designed to 
protect the interests of the importing countries in the free market. 
In addition to the prévisions of article 9 described above, which 
assure a priority to participating importing countries when the world’s 
sugar market is faced with abnormal demands, the agreement imposes 
an obligation on exporting countries to maintain certain inventories of 
sugar. Each exporting country agrees to hold stocks at least equal to 
10 percent of its basic export quota at a fixed date each year immedi- 
ately preceding the harvesting of the new crop (art. 13). Since stocks 
are normally at their low point at that time of vear, this provision 
assures that they will be in excess of 10 percent during the remainder of 
the vear. These minimum stocks are earmarked to fill increased 
requirements of the free market, cannot be used for any other purpose 
without the consent of the Council, and are to be immediately avail- 
able for export to the free market when ealled for by the Council. 
The Sugar Council mav increase the minimum stocks required to 
15 percent should it determine that conditions warrant the higher 


level. The agreement permits exporting countries to hold stocks up 


to 20 percent of their annual production. In addition to the stock 
provisions, the agreement prov ides that actual export quotas may not 
be reduced more than 20 percent below basic export quotas. The 
quotas of small exporting countries may however be reduced by only 
10 percent in order to prevent undue hardship (art. 2 The agree- 
ment also empowers the Sugar Council to modify the price range at 
any time (art. 20). Thus if market conditions make it impossible to 
maintain the price within the agreed price range by reducing quotas, 


the price range can be lowered. 
An International Sugar Council consisting of 1 voting member from 


each of the participating countries is established to administer the 


new agreement (art. 27). A Chairman and a Vice Chairman will be 
selected each year, and these offices will be held in alternate years by 
delegates from importing and exporting countries. The Council will 


appoint, however, an Executive Director to give full-time administra- 
tive direction to the work of the Council, a Secretary, and such staff 
as may be required for the work of the Council and its Committees 
(art. 29). The Council is to set up an Executive Committee of 10 
members, divided equally between the importing and exporting 
countries, which is to exercise such functions as are delegated to it 
by the Council (art. 37). It is anticipated that the Executive Director, 
working with the Executive Committee, will handle the daily affairs 
of the Council in the actual administration of the agreement. 

The agreement provides that a total of 2,000 votes shall be appor- 
tioned among the members of the Council, divided equally between the 
importing and the exporting countries (arts. 33 and 34). In general 
the votes assigned to the individual importing countries are related 
to their average imports. The votes allocated to the United Kingdom 
and the United States, by far the largest importing countries, were 
reduced to 245 each, which, taken together, are slightly less than a 
majority of the votes of the importing countries. An allocation of 
votes in strict proportion to imports of sugar from foreign countries 
would have resulted in the United States and the United Kingdom 
having such an overwhelming majority that smaller countries would 
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have only token votes. On the exporting side votes were allocated 
in relation to average production over the past 2 years and to the basic 
export quotas negotiated under the agreement. As Cuba is by far 
the world’s largest producer and exporter of sugar, and would thus 
have a preponderance of the votes of the exporting countries on a 
strict formula basis, Cuba’s votes were also reduced to 245. 

Decisions of the Council are in general to be by a majority of the 
votes cast by the importing countries and a majority of the votes cast 
by the exporting countries (art. 36). When a special vote is required, 
decisions of the Council shall be by at least two-thirds of the total 
votes cast, which shall include a concurrent majority of both export- 
ing and importing countries. A special provision requires that, in 
both regular and special voting, a decision taken by a majority of the 
Importing countries must include votes cast by not less than one- 
third in number of the importing sama present and voting. This 
increases the voting power of the smaller importing countries, whose 
votes, taken together, are only slightly larger than the total votes 
of the United Kingdom and the United States 

| Ds penses of delegations to meetines of the Council and of members 


l 


of the Executive Committee are to be met DY their r spective govern- 


ments (art. 38). The other expenses necessary for the administration 
of the agreement will be met by annual contributions from the par- 
ticipating governments. The contribution of each participating 


government for each quota vear shall be proportionate to the number 
of votes held DY it when the budget for that quota vear 1s adopted. 
Any participating government —— to pay its contribution by the 


end of bw quota vear in which it is assessed will b e deprived of its 
voting rights until oan iineiee is paid, but, except by special vote 
of the Council, will not be deprived ¢ yf any of its other rights nor 


relieved al any of its obligations under the agreement. 

The agreement provides that the articles pertaining primarily to 
administrative matters (1, 2, 18, and 27 to 46, inclusive) shall come into 
force on December 15, 1953, and articles pertaining primarily to 
quotas and prices (3 to 17 and 19 to 26, inclusive) shall come into force 
op January 1, 1954, if on December 15, 1953, instruments of ratifica- 
tion, acceptance, or accession have been deposited by rovernments 
holding 60 percent of the votes of importing countries and 75 percent 
of the votes of exporting countries (art. 41) 

The duration of the agreement is to be for 5 vears from January Rx 
1954 (art. 42), although it is subject to revision and amendment after 
the first 3 vears. A participating government may under certain 
circumstances and conditions withdraw from the agreement (art. 44). 
‘These include cases where a participating government (1) considers 
its interest to be seriously prejudiced by the failure of any signatory 
government to ratify or accept the agreement; (2) demonstrates, and 
the Council fails to take remedial action, that the operation of the 
agreement has resulted in an acute shortage of supplies or has failed 
to stabilize prices on the free market within the range provided for 
in the agreement; (3) demonstrates, and the Council agrees, that 
action by a nonparticipating country or by a participating country 
inconsistent with the agreement has caused such adverse changes in 
the relation between supply and demand on the free market as to 
seriously prejudice its interests; (4) considers that its interests will be 
seriously prejudiced by the uanaees of a basic export tonnage to a 
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nonparticipating country wishing to accede to the agreement; or (5) 
becomes involved in hostilities and the Council denies its application 
for the suspension of its obligations under the agreement. 

While the agreement concerns itself primarily with the mechanics 
of dealing with sugar surplus and shortage problems and efforts to 
stabilize sugar prices, it also provides che groundwork for a construc- 
tive long-term attack on the more basic aspects of the world sugar 
problem. It was recognized and maintained by the United States 
Government throughout the negotiations that a general reduction 
in world trade barriers on sugar was desirable to increase consumption 
in those areas where per capita consumption is low. The limitation 
of subsidized and protected production appeared to be the most 
effective long-term measure for dealing with the world sugar surplus 
problem. Although it was not possible to incorporate provisions 
leading to the immediate attainment of these goals in the agreement, 
provision is made for the Council to collect and disseminate informa- 
tion and to constitute a focal point for dealing with these problems 
in the future. 

For the foregoing reasons, and in view of the fact that the agreement 
affords a practical means for cooperative action in seeking a solution 
for sugar surplus problems and maintaining a sound world sugar 
economy, the interested agencies of the executive branch favor sub- 
mission of the agreement to the Senate, and it is hoped that the agree- 
ment may receive early and favorable consideration. 

Respectfully submitted. 

Wavrer B. Smita. 


(Enclosure: Certified copy of the International Sugar Agreement.) 
INTERNATIONAL SUGAR AGREEMENT 
The Governments party to this Agreement have agreed as follows: 
CuaptTerR 1.—GENERAL OBJECTIVES 
ARTICLE 1 


The objectives of this Agreement are to assure supplies of sugar to 
importing countries and markets for sugar to exporting countries at 
equitable and stable prices; to increase the consumption of sugar 
throughout the world; and to maintain the purchasing power in world 
markets of countries or areas whose economies are largely dependent 
upon the production or export of sugar by providing adequate returns 
to producers and making it possible to maintain fair standards of 
labour conditions and wages. 


CuHaptTer I].—DEeEFINITIONS 
ARTICLE 2 


For the purposes of this Agreement 

(1) “Ton” means a metric ton of 1,000 kilograms. 

(2) “Quota Year’ means calendar year, that is, the period from 
January 1 to December 31, both inclusive. 

(3) “Sugar” means sugar in any of its recognised commercial forms 
derived from sugar cane or sugar beet, including edible and fancy mo- 
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lasses, syrups and any other form of liquid sugar used for human con- 
sumption, except fin: al molasses and low-grade types of non-centrifugal 
sugar produced by primitive methods. 

Amounts of sugar specified in this Agreement are in terms of raw 
value, net weight, excluding the container. Except as provided in 
Article 16, the raw value of any amount of sugar means its equivalent 
in terms of raw sugar testing 96 sugar degrees by the polariscope. 

(4) “Net imports’ means total imports of sugar after deducting 
total exports of sugar. 

(5) “Net exports’? means total exports of sugar (excluding sugar 
supplied as ships’ stores for ships victualling at domestic ports) after 
deducting total imports of sugar. 

(6) “Free market’? means the total of net imports of the world 
market except those excluded under any provisions of this Agreement 

(7) “Basic export tonnages’’ means the quantities of sugar specified 

1 Article 14 

(8) “Initial export quota’? means the quantity of sugar allotted for 
any quota year under Article 18 to each country listed in Article 14 (1). 

(9) “Export quota in effect’? means the initial export quota as 
modified by such adjustment as may be made from time to time. 
(10) “Stocks of Sugar,’’ for the purposes of Article 13, means 
ditver: 

(1) All sugar in the country concerned either in factories, 
refineries, warehouses, or in the course of internal transportation 
for destinations within the country, but excluding bx me d fore ign 
sugar (which term shi all be reg: arded as also covering sugar ‘en 
admission temporaire’’) and excluding sugar in lcoieaian, refin- 
eries and warehouses or in the course of internal transportation 
for destinations within the country, which is solely for distribution 
for internal consumption and on which such excise or other con- 
sumption duties as exist in the country concerned have been 
paid; or 

(2) All sugar in the country concerned either in factories, 
refineries, warehouses, or in the course of internal transportation 
for destinations within the country, but excluding bonded foreign 
sugar (which term shall be regarded as also covering sugar “en 
admission temporaire’’) and excluding sugar in factories, refin- 
eries and warehouses or in the course of internal transportation 
for destinations within the country which is solely for distribution 
for internal consumption; 

according to the notification made to the Council by each Participating 
Government under Article 13. 

(11) “The Council” means the International Sugar Council estab- 
lished under Article 27. 

(12) “The Executive Committee”? means the Committee established 
under Article 37. 

(13) “Importing Country” means one of the countries listed in 
Article 33, or any country which is a net importer of sugar, as the 
context requires. 

(14) “Exporting Country” means one of the countries listed in 
Article 34, or any country which is a net exporter of sugar, as the 
context requires. 
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Cuapter II].—GeENERAL UNDERTAKINGS BY PARTICIPATING 
GOVERNMENTS 


ARTICLE 8 
1. Subsidies 

(1) The Participating Governments recognise that subsidies on 
sugar may so operate as to impair the maintenance of equitable and 
stable prices in the free market and so endanger the proper functioning 
of this Agreement. 

If any Participating Government grants or maintains any sub- 
sidy, including any form of income or price support, which operates 
directly or prs ig to increase exports of sugar from, or to reduce 
imports of sugar into its territory, it shall pice each quota year 
notify the Counce ‘il in writing of the extent and nature of the subsidisa- 
tion, of the estimated effect of the subsidisation on the quantity of 
sugar exported from or imported into its territory and of the circum- 
stances making the subsidisation necessary. 

(3) In any case in which a Participating Government considers 
that serious prejudice to its interests under this Agreement is caused 
or threatened by such subsidisation, the Participating Government 
granting the subsidy shall, upon request, discuss with the other Par- 
ticipating Government or Governments concerned, or with the Coun- 
cil, the possibility of limiting the subsidisation. In any case in which 
the matter is brought before the Council, the Council may examine 
the case with the Governments concerned and make such recommen- 
dations as it deems appropriate. 


ARTICLE 4 


Programmes of Economic Adjustment 

Each Participating Government agrees to adopt such measures as 
it believes will be adequate to fulfil its alae under this Agree- 
ment with a view to the achievement of the general objectives set 
forth in Article 1 and as will ensure as much progress as practicable 
within the duration of this Agreement towards the solution of the 
commodity problem involved. 


ARTICLE 5 


8. Promotion of Increased Consumption of Sugar 
With the object of making sugar more freely available to consumers, 
each Participating Government agrees to take such action as it deems 
appropriate to reduce disproportionate burdens on sugar, including 
those resulting from— 
(i) private and public controls, including monopoly; 
(ii) fiscal and tax policies. 


ARTICLE 6 


4. Maintenance of Fair Labour Standards 
The Participating Governments declare that, in order to avoid the 
depression of living standards and the introduction of unfair competi- 
tive conditions in world trade, they will seek the maintenance of fair 
labour standards in the sugar industry. 
42118—Ex. B, 83-2——2 
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CHaprer [V.—SpecrtaL OBLIGATIONS OF THE PARTICIPATING 
GOVERNMENTS OF CounTRiEs WuicH I[Mport SUGAR 


ARTICLE 7 


(1)—(i) The Government of each participating importing country 
and the Government of each participating exporting country which 
imports sugar for re-export agrees that, to prevent non-participating 
countries from gaining advantage at the expense of participating 
countries, it will not permit the import from non-participating coun- 
tries as a group during any quota year of a total quantity larger than 
was imported from those countries as a group during any one of the 
three calendar years preceding the year in which the Agreement 
entered into force, i. e., 1951, 1952, 1953; provided that the said total 
quantity shall not include imports purchased by a participating 
country from non-participating countries at any time when such 
country cannot meet its requirements from participating countries at 
prices not exceeding the maximum established in Article 20, and has 
so notified the Council. 

(ii) The years referred to in sub-paragraph (i) of this paragraph may 
be varied by a determination of the Council on the application of any 
Participating Government which considers that there are special 
reasons for such variation. 

(2)—(i) If any Participating Government considers that the obliga- 
tion it has assumed under paragraph (1) of this Article is operating in 
such a way that its country’s re-export trade in refined sugar or trade 
in sugar-containing products is suffering damage therefrom, or is in 
imminent danger of being damaged, it may request the Council to take 
action to safeguard the trade in question, and the Council shall forth- 
with consider any such request and shall take such action, which may 
include the modification of the aforesaid obligation, as it deems neces- 
sary for that purpose. If the Council fails to deal with a request 
made to it under this sub-paragraph within 15 days of its receipt, the 
Government making the request shall be deemed to have been released 
from its obligation under paragraph (1) of this Article to the extent 
necessary to safeguard the said trade. 

(ii) If in a particular transaction in the usual course of trade the 
delay resulting from the procedure provided for in sub-paragraph (i) of 
this —— might result in damage to a country’s re-export trade 
in sugar, the Government concerned shall be released from the obliga- 
tion in neat (1) of this Article in respect of that particular 
transaction. 

(3)—(i) If any Participating Government considers that it ¢ annot 
carry out the obligation in paragraph (1) of this Article, it agrees to 
furnish the Council with all relevant facts and to inform the Council 
of the measures which it would propose to take, and the Council shall 
within 15 days examine the matter and may, in respect of such Govern- 
ment, modify the obligation laid down in paragraph (1). 

(ii) If the Government of any participating exporting country 
considers that the interests of its country are being damaged by the 
operation of paragraph (1) of this Article, it may furnish the Council 
with all relevant facts and inform the Council of the measures which 
it would wish to have taken by the Government of the other participat- 
ing country concerned, and the Council may, in agreement with the 
latter Government, modify the obligation laid down in paragraph (1). 
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(4) The Government of each participating country which imports 
sugar agrees that as soon as practicable after its ratification of, accept- 
ance of, or accession to this Agreement, it will notify the Council of 
the maximum quantities which could be imported from non-participat- 
ing countries under paragraph (1) of this Article. 

(5) In order to enable the Council to make the redistributions pro- 
vided for in Article 19 (1) (ii), the Government of each participating 
country which a sugar agrees to notify the Council, within a 
period fixed by the Council which shall not exceed eight months from 
the beginning of the quota year, of the quantity of sugar which it 
expects — be imported from nonparticipating countries in that 
quota year; provided that the Council may vary the aforesaid peciod 
in the case of any such country. 


CuHapterR V.—SprEcIAL OBLIGATIONS OF GOVERNMENTS OF PARTICI- 
PATING ExportiInGc CouNTRIES 


ARTICLE § 


(1) The Government of each participating exporting country agrees 
that exports from its country to the free market will be so regulated 
that net exports to that market will not exceed the quantities which 
such country may export each quota year in accordance with the 
export quotas established for it under the provisions of this Agreement. 

(2) The Government of each participating exporting country with 
a basic export tonnage in excess of 75,000 tons agrees not to permit 
the export during the first eight months of any quota ye - of more 
than 80 per cent. of its initial export quota; provided that aut the ¢ ‘ouncil 
may increase this percentage if it deems such increase to be justified 
by market conditions. 


ARTICLE 9 


The Government of each participating exporting country agrees 
that it will take all practicable action to ensure that the demands of 
participating countries which import sugar are met at all times. To 
this end, if the Council should determine that the state of demand is 
such that, notwithstanding the provisions of this Agreement, partici- 
pating countries which import sugar are threatened with difficulties 
in meeting their requirements, it shall recommend to participating 
exporting countries measures designed to give effective priority to 
those requirements. The Government of each participating export- 
ing country agrees that, on equal terms of sale, priority in the supply 
of available sugar, in accordance with the recommendations of the 
Council, will be given to participating countries which import sugar. 


ARTICLE 10 


The Government of each participating exporting country agrees to 
adjust the production of sugar in its country during the term of this 
Agreement and in so far as practicable in each quota year of such term 
(by regulation of the manufacture of sugar or, when this is not possible, 
by 1 egulation of acreage or plantings) so that the production does not 
exceed such amount of sugar as may be needed to provide for domestic 
consumption, exports permitted under this Agreement, and maximum 
stocks specified in Article 13. 
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ARTICLE 11 


The Government of each participating exporting country agrees to 
advise the Council as soon as possible of such part of its country’s 
initial export quota and export quota in effect as it expects will not be 
used and on receipt of such cares the Council shall take action in 
accordance with Article 19 (1) 


ARTICLE 12 


If the Government of a participating exporting country fails to give 
pons e, within a period determined for the duration of this Agreement 
by the Council in agreement with that Government, but in any case 
not exceeding 8 months from the date on which initial export rive 1S 
were allocated, of such part of the initial export quote 4 of its country as 
it expects will not be used, the initial export quota of that country for 
the tollowing quota year shall be reduced by the difference between 
the actual exports and the initial export quota or latest export quota 
in effect, whichever is the less. The Council may decide not to impose 
this penalty if it is satisfied that a Government failed to give notice 
because its country’s intended exports fell short by reason of force 
najeure or other circumstances beyond its control occurring after the 
date for notice established in ac ‘cordance with this Article 


CuHaptrer VI.—Srocks 
ARTICLE 13 


(1) The Governments of participating exporting countries undertake 
so to regulate production in their countries that the stocks in their 
respective countries shall not exceed for each country on a fixed date 
each year immediately preceding the start of the new crop, such date 
to be agreed with the Council, an amount equal to 20 per cent. of its 
annual production. 

2) Nevertheless, the Council m: y, if it considers that such action 
is justified by special circumstances, authorise the holding of stocks in 
any country in excess of 20 per cent. of its production. 

3) The Government of each participating country listed in Article 
14 (1 agrees 

(i) that stocks equal to an amount of not less than 10 per cent. 
of its country’s basic export tonnage shall be held in its country 
at a fixed date each year immediately preceding the start of the 
new crop, such date to be agreed with the Council, unless drought, 
flood or other adverse conditions prevent the holding of such 
stocks; and 

(ii) that such stocks shall be earmarked to fill increased re- 
quirements of the free market and used for no other purpose 
without the consent of the Council, and shall be immediately 
available for export to that market when called for by the Council. 

(4) The Council may increase the amount of the minimum stocks 
to be carried under paragraph (3) of this Article up to 15 per cent. 

5) The Government of each participating country, in which stocks 
are held under the provisions of paragraph (3) as they may be modified 
by the provisions of paragraph (4) of this Article, agrees that unless 
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otherwise authorised by the Council, stocks held under those provisions 
shall be used neither for meeting priorities under Article 14 B, nor 
for meeting increases in quotas in effect under Article 22 while such 
quotas are lower than its country’s basic export tonnage, unless the 
stocks so used can be replaced before the beginning of its country’s 
crop in the ensuing quota year. 

(6) For the purposes of this Agreement the Cuban Stabilisation 
Reserve shall not be considered part of the stocks available for the 
free market nor shall it be included in the computation of stocks 
under paragraph (1) of this Article. 

The Cuban Government, however, agrees to consider making such 
reserve available for the free market on the request of the Council if 
the Council considers that market conditions make such action 
advisable. 

(7) The Government of each participating exporting country agrees 
that, so far as possible, it will not permit the disposal of stocks held 
under this Article, following its withdrawal from this Agreement or 
following the expiration of this Agreement, in such a manner as to 
create undue disturbance in the free market for sugar. 

(8) Not later than three months after the date of signature of this 
Agreement the Government of each participating country shall inform 
the Council which of the two definitions of “stocks of sugar’ in 
Article 2 it accepts as applicable to its country. 


CuHapter VII.—REGULATION oF Exports 
ARTICLE 14 


A.— Basie Export Tonnage s 

(1) For each of the quota years during which this Agreement is in 
force the exporting countries or areas named below shall have the 
following basic export tonnages for the free market: 


In th 
Jelgium (including Belgiun Congo) - 50 
Brazil_ ; 175 
China (Taiwan ; ay . 600 
Colombia — a 4 5 
Cuba. - - - de 2, 250 
Czechoslovakia__---__- ; Zio 
Denmark______- 70 
Dominican Republic ‘ wees fou 600 
France (and the countries France represents interna- 
tionally) il acta 20 
Germany, Eastern : : : 150 


i BS sa : 15 


Hungary ei hod — 10 
Indonesia te ah a 250 
Mexico_____ eee SoBe te 75 
Netherlands (including Surinam) -_ - *40 
Peru =e. > y , 280 
Philippines _ ss es 25 
Poland_._- ag a is ll eet dl . 220 
U. 8.8. R 5 Na ‘gis aera ie : 200 
Yugoslavia____--- ics chek Wiebe: od ee orate 7 20 


*The Kingdom of the Netherlands undertake not to exp 
1955 and 1956, taken as a whole, a greater amount of sugar t! 
the same period. 


rt over the years 1954, 
in they import during 
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(2) The export quotas of the Czechoslovak Republic and the 
People’s Republic of Poland do not include their exports of sugar to 
the U.S. S. R. and these exports are outside this Agreement. The 
U.S. S. R. export quota is therefore calculated without taking into 
account imports of sugar from the above-mentioned countries. 
(3) The present Agreement does not apply to movements of sugar 
between France and the countries which France represents inter- 
nationally, and the Associated States of Cambodia, Laos, and Vietnam. 
(4) Costa Rica, Ecuador and Nicaragua, to which no basic export 
Lonnages have been allotted under this Article, may each export to 
the free market up to 5,000 tons raw value a year. 

This Agreement does not ignore, and does not have the purpose 
of nullifying Indonesia’s aspiration as a Sovereign State for its reha- 
bilitation to its historical position as a sugar exporting country to the 
extent that may be practicable within the possibilities of the free 
market. 

(6) India shall have the status of an exporting country but has not 
requested that an export quota be allotted to her. 


B.—Priorities on Shortfalls and on Increased Free Market Re quirements 
(7) In determining export quotas in effect the following priorities 
shall be applied in accordance with the provisions of paragraph (8) 
of this Article: 
a) The first 50,000 tons will be allotted to Cuba. 
b) The next 15,000 tons will be allotted to Poland. 
(c) The next 5,000 tons will be allotted to Haiti in the first and 
second vear, this being increased to 10,000 tons in the third year. 
(d) The next 25,000 tons will be allotted to Czechosolovakia. 
(e) The next 10,000 tons will be allotted to Hungary. 

(8 i) In redistributions resulting from the provisions of Articles 
19 (1) (i) and 19 (2), the Council shall give effect to the priorities listed 
in paragraph (7) of this Article. 

(ii) In distributions resulting from the provisions of Articles 18, 
19 (1) (i1) and 22, the Council shall not give effect to .. said priorities 
until the exporting countries listed in paragraph (1) of this Article 
have been offered expert quotas equal to the total of their basic export 
tonnages, subject to any reductions applied under Articles 12 and 
21 (3) and thereafter shall give effect to the said priorities only in 
so far as the said priorities have not already been brought into effect in 
accordance with sub-paragraph (i) of this paragraph. 

iil) Reductions resulting from the application of the provisions of 
\rticle 21 shall be applied pro rata to the basic export tonnages until 
the export quotas in effect have been reduced to the total of the basic 
export tonnages plus the total of the priorities allotted due to in- 
creases in free market requirements for that vear, after which the 
priorities shall be deducted in the reverse order and thereafter reduc- 
tions shall be applied again pro rata to basic export tonnages. 


ARTICLE 15 


This A greement does not apply to movements of sugar between the 
Belgo-Luxembourg Economic Union (including the Belgi ian Congo), 
France and the countries which France represents internationally, 
the Federal Republic of Germany, and the Kingdom of the Nether- 
lands (including Surinam). 
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These countries undertake to restrict the movements referred to in 
this Article to a net amount of 175,000 tons of sugar per year. 


ARTICLE 16 


(1) The Government of the United Kingdom of Great Britain and 
Northern Ireland (on behalf of the British West Indies and British 
Guiana, Mauritius and Fiji), the Government of the Commonwealth 
of Australia and the Government of the Union of South Africa under- 
take that net exports of sugar by the exporting territories covered 
by the Commonwealth Sugar Agreement of 1951 (excluding local 
movements of sugar between adjoining Commonwealth territories, 
or islands, in such quantities as can be authenticated by custom) 
shall not together exceed the following total quantities: 

(i) in the calendar years 1954 and 1955—2,413,788 tons 
(2,375,000 English long tons) tel quel per year; 

Gi) in the calendar year 1956 2,490,018 tons (2,450,000 
English long tons) tel quel. 

Subject to contractual obligations assumed by the Governments 
concerned under the Commonwealth Sugar Agreement of 1951, the 
quantitative limits for the calendar years 1954, 1955 and 1956 specified 
above shall not be varied and the provisions of all other articles of 
sa B aguneunnn shall be construed accordingly. 

) These limitations have the effect of leaving available to the 
a ’e market a share in the sugar markets of Commonwealth countries. 
The Governments aforementioned would, however, regard themselves 
as released from me obligation thus to limit exports of Common- 
wealth sugar if a Government or Governments of a participating 
exporting cr or of participating countries having a basic e xport 
tonnage or tonnages under Article 14 (1) should enter into a special 
trading arrangement with an importing country of the Common- 
wealth which would guarantee the exporting country a specified 
or of the market of that Commonwealth country. 

(3) The Government of the United Kingdom of Great Britain and 
Northern Ireland with the concurrence of the Government of the 
Commonwealth of Australia and the Government of the Union of 
South Africa, undertakes to provide the Council sixty days in advance 
of the beginning of each quota year with an estimate of total net 
exports from the exporting territories covered by the Commonwealth 
Sugar Agreement in such year and to inform the Council promptly of 
any changes in such estimate during that year. The information 
supplied to the Council by the United Kingdom pursuant to this 
undertaking shall be held to discharge fully the obligations in Articles 
11 and 12 so far as the aforementioned territories are concerned. 

(4) The provisions of paragraphs (3) and (4) of Article 13 shall not 
apply to the exporting territories covered by the Commonwealth 
Sugar Agreement. 

Nothing in this Article shall be held to prevent any participating 
country exporting to the free market from exporting sugar to any 
country within the British Commonwealth nor, within the quantitative 
limits set out above, to prevent any Commonwealth country from 
exporting sugar to the free market. 
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ARTICLE 17 


Exports of sugar to the United States of America for consumption 
therein shall not be considered exports to the free market and shall 
not be charged against the export quotas established under this 
Agreement. 

ARTICLE 18 


(1) Before the beginning of each quota year the Council shall cause 
an estimate to be made of the net import requirements of the free 
market during such year for sugar from exporting countries listed in 
Article 14 (1). In the preparation of this estimate, there shall be 
taken into account among other factors the total amount of sugar 
which the Council is notified could be imported from non-participating 
countries under the provisions of Article 7 (4). 

(2) At least 30 days before the beginning of each quota year the 
Council shall consider the estimate of the net import requirements 
of the free market prepared in accordance with paragraph (1) of this 
Article. If the Council adopts that estimate, it shall forthwith assign 
an initial export quota for the free market for such year to each of the 
exporting countries listed in Article 14 (1) by distributing that estimate 
among the exporting countries pro rata to their basic export tonnages, 
subject to the provisions of Article 14 B, to such penalties as may be 
imposed in accordance with the provisions of Article 12 and to such 
reductions as may be made under Article 21 (3). 

(3) If there is disagreement in the Council upon the estimate of the 
net import requirements of the free market prepared in accordance 
with paragraph (1) of this Article, the question shall be put to a Special 
Vote. If asa result of that vote, an estimate is adopted, the Council 
shall thereupon assign initial export quotas in accordance with para- 
graph (2) of this Article; but if an estimate is not so adopted, then 
the initial export quotas for the new quota year shall be fixed by 
distributing the total of the export quotas in effect at the end of the 
current quota year on the same basis and in the same manner as is 
provided in paragraph (2) of this Article. 

(4) The Council shall have power by Special Vote to set aside in 
any quota year up to 20,000 tons of the net import requirements of 
the free market as a reserve from which it may allot additional export 
quotas to meet proved cases of special hardship. 


ARTICLE 19 


(1) The Council shall cause export quotas in effect for participating 
countries listed in Article 14 (1) to be adjusted, subject to the pro- 
visions of Article 14 B, as follows: 


(i) Within 10 days after the Government of any exporting 
country has given notice pursuant to Article 11 that a part of 
the initial export quota or export quota in effect will not be used, 
to reduce accordingly the export quota in effect of such country 
and to increase the export quotas in effect of other exporting 
countries by redistributing an amount of sugar equal to the part 
of the quota so renounced pro rata to their basic export tonnages. 
The Secretary of the Council shall forthwith notify Governments 
of exporting countries of such increases, and those Governments 
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shall, within 10 days of receipt of such notification, inform the 
Secretary of the Council whether or not they are in a position 
to use the increase in quota allottea to th ‘m, and on receipt of 
such information, a subsequent redistribution of the quantity 
involved shall be made, and Governments of exporting ‘ountries 


concerned shall be notified forthwith by the Seeretaryv of the 
Council of the mereases made in their countries’ export quotas 


in effect 


(11) From time to time to take into account variations im the 
estimates of the quantities of sugar which the Council is notified 
will be imported from non-participating countries under Article 
‘4 provided, however, that such quantities ed not be redis- 
tributed until they reach a total of 5,000 tons Redistributions 
under this sub-paragraph shall be made on the same basis and 
in the same manner as is provided in paragraph (1) (i) of this 
Article 

(2) Notwithstanding the provisions of Article 11, if the Couneil, 
after consultation with the Government of any participating export- 
ing country, determines that such country will be unable to use all 


or part of its export quota in effect, the Council may increase pro 
rata the export quotas of other participating exporting countries on 
the same basis and in the same manner as is provided for in paragraph 
(1) G) of this Article: provided, however, that such action by the 
Council shall not deprive the country concerned of its right to fill its 
export quota which was in effect before the Council made its 
determination. 


Cuapetrer VIII.—SraBiLisaTion or PricEs 
LRTICLE 20 


(1) For the purposes of this Agreement the price of sugar shall be 
considered equitable both to consumers and producers if it is main- 
tained within a zone of stabilised prices between a minimum of 3.25 
cents and a maximum of 4.35 cents United States currency per pound 
avoirdupois, free alongside steamer Cuban port: the price of sugar 
shall be the spot price established by the New York Coffee and Sugar 
Exchange in relation to sugar covered by Contract No. 4, or any other 
price which may be established under paragraph (2) of this Article. 

(2) In the event of the price referred to in paragraph (1) of this 
Article not being available at a material period, the Council shall use 
such other criteria as it sees fit 

(3) The minimum and maximum limits of the zone of stabilised 
prices referred to in paragraph (1) of this Article may be modified by 
the Council by a Special Vote 


ARTICLE 21 


(1)—(i) If at any time the Council decides that market conditions 
make it advisable to reduce the export quotas in effect with a view to 
preventing the price of sugar from falling below the minimum price 
established under Article 20, it may make such reduction in the export 
quotas in effect as it deems necessary pro rata to the basic export 
tonnages, subject to the provisions of Article 14 B. 


42118—Ex. B, 83—-2—-—-3 
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iit) Notwithstanding the provisions of paragraph (1) (i) of this 
Article, whenever the average daily spot price of sugar for any one 
period of fifteen consecutive market days, has averaged less than the 
minimum price established under Article 20, the Council shall within 
ten davs of the end of such fifte n-day period, make such reduction as 
it deems necessary in the export quotas in effect, pro rata to the basic 
export tonnages and subject to the previsions of Article 14 B; provided 
that no further ali 


ration in the export quotas 1n effect shall be made 
under this sub-para rraph VW ithin a period of fifte en consecutive market 
days from the date of anv adjustment in quotas in effect, pursuant to 


the provisions of this sub-paragraph and of Article 22 


) 22 
(111 [i the ¢ ouncil cannot agree within the said period ot ten days 
upon the amount of the reduction under paragraph (1) (11) of this 


rt tf A 


T 
t 
rticle, the export quotas in effect shall be reduced each time by 5 


pel ent. of the baste export tonnages, subject to the provisions of 
Article 14 B 

iv) Notwithstanding the provisions of paragraphs (1) (i), (1) (ii) 
and (1) (ii) of this Article, if any country’s export quota in effect has 
been reduced under Article 19 (1) (i), such reduction shall be deemed 
to form part of reductions made in the same quota year under the 
terms of the aforesaid sub-paragraphs 

saa 


2) The Secretary of the Council shall notify the Governments of 
participating countries of each reduction made under this Article in 
the export quotas in effect. 

3) Ifany of the reductions provided for in the preceding paragraphs 
of this Article cannot be fully applied to the export quota in effect of 

porting country because, at the time the reduction is made, that 
country has already exported all or part of the amount of such reduc- 
tion, a corresponding amount shall be deducted from the initial export 
quota of that country for the following quota year. 


ARTICLE 22 


1) If, at any time, the Council decides that market conditions make 
it advisable to increase the export quotas in effect with a view to 
preventing the price of sugar from rising above the maximum price 
established under Article 20, it may make such increase in the export 
quotas in effect as it deems necessary pro rata to the basic export 
tonnages subject to the provisions of Article 14 B. 

(2)—-(i) Notwithstanding the provisions of paragraph (1) of this 
\rticle, whenever the average daily spot price of sugar for any one 
period of fifteen consecutive market days has averaged more than the 
maximum price established under Article 20, the Council shall, within 
ten days of the end of such fifteen-day period, make such increases as 
it deems necessary in the export quotas in effect, pro rata to the basic 
export tonnages and subject to the provisions of Article 14 B; pro- 
vided that no further alteration in the export quotas in effect shall be 
made under this sub-paragraph within a period of fifteen consecutive 
market days from the date of any adjustment in quotas in effect, 
pursuant to the provisions of this sub-paragraph and of Article 21. 

(ii) If the Council eannot agree within the said period of ten days 
upon the amount of the increase under paragraph (2) (i) of this 
Article, the export quotas in effect shall be increased each time by 
7, per cent. of the basic export tonnages, subject to the provisions of 
Article 14 B 
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(3) The Secretary of the Council shall notify the Governments of 
participating countries of each increase made under this Article in 
the export quotas in effect. 


CuapTerR IX.—GeENERAL LIMITATION OF RepucTIONS IN Export 
Quvoras 


ARTICLE 23 


(1) Except in respect of penalties imposed under Article 12 and 
reductions made under Article 19 (1) (i , the export quota in effect of 
any participating exporting country listed in Article 14 (1) shall not 
be reduced below 80 per cent. of its basic export tonnage and all other 
provisions of this Agreement shall be construed accordingly: provided, 
however, that the export quota in effect of any participating exporting 
country having a basic export tonnage under Article 14 (1) of less than 
50,000 tons shall not be reduced below 90 per cent. of its basic export 
tonnage. 

2) A reduction of quotas under Article 21 shall not be made within 
the last forty-five calendar days of the quota vear 


CHAPTER X.—SuGAR MIXTURES 
ARTICLE 24 


Should the Council at anv time be satisfied that as the result of a 
material increase in the exportation or use of sugar mixtures, those 
products are taking the place of sugar to such an extent as to prevent 
full effect being given to the purpose of this Agreement it may resolve 
that such products or any of them shall be deemed to be sugar, in 
respect of their sugar content, for the purposes of the Agreement; 
provided that the Council shall, for the purpose of calculating the 
amount of sugar to be charged to the export quota of any participating 
country, exclude the sugar equivalent of any quantity of such products 
which has normally been exported from that country prior to the 
coming into force of this Agreement. 


CuHapter XI.—Monetary DIFFICULTIES 
ARTICLE 25 


(1) If, during the term of this Agreement the Government of a 
participating importing country considers that it is necessary for it 
to forestall the imminent threat of, or to stop or to correct a serious 
decline in its monetary reserves, it may request the Council to modify 
particular obligations of this Agreement. 

(2) The Council shall consult fully with the International Monetary 
Fund on questions raised by such request and shall accept all findings 
of statistical and other facts made by the Fund relating to foreign 
exchanges, monetary reserves and balance of payments, and shall 
accept the determination of the Fund as to whether the country in- 
volved has experienced or is imminently threatened with a serious 
deterioration in its monetary reserves. If the country in question is 
not a member of the International Monetary Fund and requests that 
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the Council should not consult the Fund, the issues involved shall be 
examined by the Council without such consultation. 

3) In either event, the Council shall discuss the matter with the 
Government of the importing country. If the Council decides that 
the representations are well founded and that the country is being 
prevented from obtaining a sufficient amount of sugar to meet its con- 
sumption requirements consistently with the terms of this Agreement 
the Council may modify the obligations of such Government or of 
the Government of any exporting country under this Agreement in 
such manner and for such time as the Council deems necessary to pe! 
mit such importing country to secure a more adequate supply of sugar 
with its available resources 


CuaptTeR XII.—Strupits BY THE COUNCIL 
ARTICLE 26 


l The Council shall consider and make recommendations to the 
Governments of participating countries concerning ways and means 
of securing appropriate expansion in the consumption of sugar, and 
may undertake studies of such matters as: 

i) The effects of (a) taxation and restrictive measures and (6 
economic, climatic and other conditions on the consumption of 
sugar in the various countries; 

ii) Means of promoting consumption, particularly in countries 
where consumption per caput is low; 

(iii) The possibility of co-operative publicity programmes with 
similar agencies concerned with the expansion of consumption of 
other foodstuffs; 

iv) Progress of research into new uses of sugar, its by-products, 
and the plants from which it is derived. 

2) Furthermore, the Council is authorised to make and arrange 
for other studies, including studies of the various forms of special 
assistance to the sugar industry, for the purpose of assembling com- 
prehensive information and for the formulation of proposals which 
the Council deems relevant to the attainment of the general objectives 
set forth in Article 1 or relevant to the solution of the commodity 
problem involved. Any such studies shall relate to as wide a range 
of countries as practicable and shall take into consideration the 
general social and economic conditions of the countries concerned. 

(3) The studies undertaken pursuant to paragraphs (1) and (2) of 
this Article shall be carried out in accordance with such terms as may 
be laid down by the Council, and in consultation with the Partici- 
pating Governments. 

(4) The Governments concerned agree to inform the Council of the 
results of their consideration of the recommendations and proposals 
referred to in this Article. 


Cuaprer XITI.—ApMINISTRATION 
ARTICLE 27 
(1) An International Sugar Council is hereby established to admin- 
ister this Agreement. 


(2) Each Participating Government shall be a voting member of 
the Council and shall have the right to be represented on the Council 
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by one delegate and may designate alternate delegates. A delegate or 
alternate delegates may be accompanied at meetings of the Council 
by such advisers as each Participating Government deems necessary. 

(3) The Council shall elect a non-voting Chairman who shall hold 
office for one quota year and shal! serve without pay. He shall be 
selected alternately from among the delegations of the importing and 
exporting participating countries. 

(4) The Council shall elect a Vice-Chairman who shall hold office 
for one quota year and shall serve without pay. He shall be selected 
alternately from among the delegations of the exporting and importing 
participating countries. 

(5) The Council is authorised, after consultation with the Inter- 
national Sugar Council established under the International Agree- 
ment regarding the Regulation of Production and Marketing of Sugar 
signed in London, May 6, 1937, to accept the records, assets and 
liabilities of that body. 

(6) The Council shall have in the territory of each Participating 
Government, and to the extent consistent with its laws, such legal 
capacity as may be necessary in discharging its functions under this 
Agreement. 

ARTICLE 28 


(1) The Council shall adopt rules of procedure which shall be con- 
sistent with the terms of this Agreement, and shall keep such records 
as are required to enable it to discharge its functions under this Agree- 
ment and such other records as it considers desirable. In the case of 
inconsistency between the rules of procedure so adopted and the 
terms of this Agreement, the Agreement shall prevail. 

(2) The Council shall publish at least once a year a report of its 
activities and of the operation of this Agreement. 

(3) The Council shall develop, prepare and publish such reports, 
studies, charts, analyses and other data as it may deem desirable and 
helpful. 

(4) The Participating Governments undertake to make available 
and supply all such statistics and information as are necessary to the 
Council or the Executive Committee to enable it to discharge its 
functions under this Agreement. 

(5) The Council may appoint such permanent or temporary Com- 
mittees as it considers advisable in order to assist it in performing its 
functions under this Agreement. 

(6) The Council may, by a Special Vote, delegate to the Executive 
Committee set up under Article 37 the exercise of any of its powers 
and functions other than those requiring a decision by Special Vote 
under this Agreement. The Council may, at any time, revoke such 
a delegation by a majority of the votes cast. 

(7) The Council shall perform such other functions as are necessary 
to carry out the terms of this Agreement. 


ARTICLE 29 


The Council shall appoint an Executive Director, who shall be its 
senior full-time paid officer, a Secretary and such staff as may be 
required for the work of the Council and its Committees. It shall be 
a condition of employment of these officers and of the staff that they 
do not hold or shall cease to hold financial interest in the sugar industry 
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or in the trade in sugar and that they shall not seek or receive instruc- 
tions regarding their duties under this Agreement from any Govern- 
ment or from any other Authority external to the Council. 


ARTICLE 30 


The Council shall select its seat. Its meeting shall be held at 
its seat, unless the Council decides to hold a particular meeting else- 
where 

(2) The Council shall meet at least once a year. It may be con- 
vened at any other time by its Chairman. 

3) The Chairman shall convene a session of the Council if so re- 
quested 

(i) Five Participating Governments, 0 

Gi) Any Participating Government or Governments holding 

not less 10 per cent. of the total votes. or 

Gu) The Executive Committee 


ARTICLE 31 


The presence of delegates holding 75 per cent. of the total votes of 
the Participating Governments shall be necessary to constitute a 
quorum at any meeting of the Council, but if no such quorum is 
present on the day fixed for a meeting of the Council which has been 

called pursuant to Article 30, such meeting shall be held seven days 
later and the presence of delegates holding 50 per cent. of the total 
votes of the Participating Governments shall then constitute a 
quorum. 

ARTICLE 32 


The Council may make decisions, without holding a meeting, by 
correspondence between the Chairman and the Participating Govern- 
ments provided that no Participating Government makes objection 
to this procedure. Any decision so taken shall be communicated to 
all the Participating Governments as soon as possible and shall be 
set forth in the minutes of the next meeting of the Council. 


TICLE 33 


The votes to be exercised by the respective delegations of importing 
countries on the Council shall be as follows: 


Austria 20 
Canada SO 
Cevlor 30 
Federal Republic of Germany 60 
Crreece 25 
Israel 20 
Japan 100 
Jordat 15 
Lebano! 20 
Norwa 30 
Portugal 30 
Saudi Arabia L5 
Spall 20 
Switzerland 15 
United Kingdom 245 
United States i Ae atid 245 


Total ‘ ‘ ia .. 1,000 
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ARTICLE’ $4 


The votes to be exercised by the respective delegations of exporting 
countries on the Council shall be as follows: 


Australia * 15 
Belgium 20 
Brazil ; 50 
China 65 
Cuba 245 
Czechoslovakia 15 
Denmark 20 
Dominican Republic 65 

France (and the countries which France represents 
internationally 35 
Haiti 20 
Hungary 20 
India 30 
Indonesia 10 
Mexico 25 
Netherlands 20 
Nicaragua id 
Peru 10 
Philippines ‘ 25 
Poland. i ‘ 10 
South Africa 20 
U.8.8S.R 100 
Yugoslavia : 15 
Total : 1. OOO 


ARTICLE 35 


Whenever the membership of this Agreement changes or when any 
country is suspended from voting or recovers its votes under any 
provision of this Agreement, the Council shall redistribute the votes 
within each group (importing countries and exporting countries 
having regard in respect of importing countries to their average im- 
ports over the two preceding years, and in respect of exporting coun- 
tries having regard to the ratio 40 to 60 to their average production 
over the two preceding years and to the basic export tonnages allotted 
to them; provided that in no case shall any country have less than 
15 or more than 245 votes and that there shall be no fractional votes. 


ARTICLE 36 


(1) Except where otherwise specifically prov ided for in this Agree- 
meat, decisions of the Council shall be by a majority of the votes 
cast by the exporting countries and a majority of the votes cast by 
the importing countries provided that the latter majority shall con- 
sist of votes cast by not less than one-third in number of the import- 
ing countries present and voting. 

(2) When a Special Vote is required, decisions of the Council shall 
be by at least two-thirds of the votes cast, which shall include a major- 
ity of the votes cast by the exporting countries and a majority of the 
votes cast by the importing countries; provided that the latter majority 
shall consist of votes cast by not less than one-third in number of 
the importing countries present and voting. 

(3) Nothwithstanding the provisions of paragraphs (1) and (2) of 
this Article, at any session of the Council convened in accordance 
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with Article 30 (3) (i) or Article 30 (3) (i) to deal with any question 
relating to Articles 21 and 22, decisions of the Council on action taken 
by the Executive Committee under the said Articles shall be by a 
simple majority of the votes cast by the participating countries 
present and voting taken as a whole. 

(4) The Government of any participating exporting country may 
authorise the voting delegate of any other exporting country and the 
Government of any participating importing country may authorise 
the voting delegate of any other importing country to represent its 
interests and to exercise its votes at any meeting or meetings of the 
Council. Evidence of such authorisation satisfactory to the Council 
shall be submitted to the Council. 

(5) Each Participating Government undertakes to accept as bind- 
ing all decisions of the Council under the provisions of this Agreement 


ARTICLE 37 

(1) The Council shall establish an Executive Committee, which 
shall be composed of representatives of the Governments of five par- 
ticipating exporting countries which shall be selected for a quota year 
by a majority of the votes held by the exporting countries and of 
representatives of the Governments of five participating importing 
countries which shall be selected for a quota year by a majority of the 
votes held by the importing countries. 

(2) The Executive Committee shall exercise such powers and func- 
tions of the Council as are delegated to it by the Council. 

3) The Executive Director of the Council shall be ex-0 fficio Chair- 
man of the Executive Committee but shall have no vote. The Com- 
mittee may elect a Vice-Chairman and shall establish its Rules of 
Procedure subject to the approval of the Council. 

(4) Each member of the Committee shall have one vote. In the 
Executive Committee, decisions shall be by a majority of the votes 
cast by the exporting countries and a majority of the votes cast by 
the importing countries. 

(5) Any Participating Government shall have the right of appeal 
to the Council under such conditions as may be prescribed by the 
Council, against any decision of the Executive Committee. In so 
far as the decision of the Council does not accord with the decision 
of the Executive Committee the latter shall be modified as of the date 
on which the Council makes its decision. 


Cuaprer XIV.—FINANCE 
ARTICLE 38 


(1) Expenses of delegations to the Council and members of the 
Executive Committee shall be met by their respective Governments. 
The other expenses necessary for the administration of this Agreement, 
including remuneration which the Council pays, shall be met by annual 
contributions by the Participating Governments. The contribution 
of each Participating Government for each quota year shall be pro- 
portionate to the number of votes held by it when the budget for that 
quota year is adopted. 
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(2) At its first session the Council shall approve its budget for the 
first quota year and assess the contributions to be paid by each Par- 
ticipating Government. 

(3) The Council shall, each quota year, approve its budget for the 
following quota year and assess the contribution to be paid by each 
Participating Government for such quota year. 

(4) The imitial contribution of any Partie ‘ipating Government 
acceding to this Agreement under Article 41 shall be assessed by the 
Council on the basis of the number of votes to be held by it and the 
period remaining in the current quota year, but the assessments made 
upon other Participating Governments for the current quota year 
shall not be altered. 

(5) Contributions shall become payable at the beginning of the 
quota year in respect of which the contribution is assessed and in the 
currency of the country where the seat of the Council is situated. 
Any Participating Government failing to pay its contribution by the 
end of the quota year in respect of which such contribution has been 
assessed shall be suspended of its voting rights until its contribution 
is paid, but, except by Special Vote of the Council, shall not be de- 
prived of any of its other rights nor relieved of any of its obligations 
under this Agreement. 

(6) To the extent consistent with the laws of the country where the 
seat of the Council is situated, the Government of that country shall 
grant exemption from taxation on the funds of the Council and on 
remuneration paid by the Council to its employees. 

(7) The Council shall, each quota year, publish an audited state- 
ment of its receipts and expenditures during the previous quota year. 

(8) The Council shall, prior to its dissolution, provide for the settle- 
ment of its liabilities and the disposal of its records and assets upon 
the termination of this Agreement. 


CHAPTER XV.—Co-oPERATION WitrH OTHER ORGANISATIONS 
ARTICLE 39 


(1) The Council, in exercising its functions under this Agreement, 
may make arrangements for consultation and co-operation with 
appropriate organisations and institutions and may also make such 
provisions as it deems fit for representatives of those bodies to attend 
meetings of the Council. 

(2) If the Council finds that any terms of this Agreement are 
materially inconsistent with such requirements as may be laid down 
by the United Nations or through its appropriate organs and special- 
ised agencies regarding intergovernmental commodity agreements, the 
inconsistency shall be ‘deemed to be a circumstance affec ting adversely 
the operation of this Agreement and the procedure prescribed in 
Article 43 shall be applicable. 


CuHapter XVI.—Disputes AND COMPLAINTS 
ARTICLE 40 


(1) Any dispute concerning the interpretation or application of this 
Agreement, which is not settled by negotiation, shall, at the request of 
any Participating Government party to the dispute, be referred to the 
Council for decision. 
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(2) In any case where a dispute has been referred to the Council 
under paragraph (1) of this Article, a majority of Participating Gov- 
ernments or Participating Governments holding not less than one-third 
of the total votes may require the Council, after full discussion, to seek 
the opinion of the advisory panel referred to in paragraph (3) of this 
Article on the issues in dispute before giving its decision. 

(3)—(i) Unless the Council unanimously agrees otherwise, the panel 
shall.consist of 

(a) two persons, one having wide experience in matters of the 
kind in dispute and the other having legal standing and expe- 
rience, nominated by the exporting countries; 

6b) two such persons nominated by the importing countries; 
and 

(c) a chairman selected unanimously by the four persons nomi- 
nated under (a) and (6), or, if they fail to agree, by the Chairman 
of the Council. 

(ii) Persons from countries whose Governments are parties to this 
Agreement, shall be eligible to serve on the advisory panel. 

(iii) Persons appointed to the advisory panel shall act in their per- 
sonal capacities and without instructions from any Government. 

The expenses of the advisory panel shall be paid by the Council. 

(4) The opinion of the advisory panel and the reasons therefor shall 
be submitted to the Council which, after considering all the relevant 
information, shall decide the dispute. 

5) Any complaint that any Participating Government has failed 
to fulfil its obligations under this Agreement, shall, at the request of 
the Participating Government making the complaint, be referred to 
the Council which shall make a decision on the matter. 

(6) No Participating Government shall be found to have committed 
a breach of this Agreement except by a majority of the votes held by 
the exporting countries and a majority of the votes held by the im- 
porting countries. Any finding that a Participating Government is in 
breach of the Agreement shall specify the nature of the breach. 

(7) If the Council finds that a Participating Government has com- 
mitted a breach of this Agreement, it may by a majority of the votes 
held by the exporting countries and a majority of the votes held by 
the importing countries suspend the Government concerned of its 
voting rights until it fulfils its obligations or expel that Government 
from this Agreement. 


Cuarrer XVII.—Sianature, Acceprance, Entry Intro Force 
AND ACCESSION 


ARTICLE 41 


(1) This — nt shall be open for signature from September 15 
to October 31, 1953, by the Governments represented by delegates at 
the ames at which this Agreement was negotiated. 

(2) This Agreement shall be subject to ratification or acceptance 
by the signatory Governments in accordance with their respective 
constitutional procedures, and the instruments of ratification or 
acceptance shall be deposited with the Government of the United 
Kingdom of Great Britain and Northern Ireland. 
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(3) This Agreement shall be open for accession by any of the 
Governments referred to in paragraph (1) of this Article and accession 
shall be effected by the deposit of an instrument of accession with the 
Government of the United Kingdom of Great Britain and Northern 
Ireland. 

(4) The Council may approve accession to this Agreement by any 
Government not referred to in paragraph (1) of this Article provided 
that the conditions of such accession shall first be agreed upon with 
the Council by the Government desiring to effect it. 

(5) The effective date of a Government’s participation in this 
Agreement shall be the date on which the instrument of ratification, 
acceptance or accession is deposited with the Government of the 
United Kingdom of Great Britain and Northern Ireland. 

(6)—(i) This Agreement shall come into foree on December 15, 
1953, as regards Articles 1, 2, 18 and 27-46 inclusive, and on January 
1, 1954, as regards Articles 3-17 and 19-26 inclusive, if on December 
15, 1953, instruments of ratification, acceptance or accession have 
been deposited by Governments holding 60 per cent. of the votes of 
importing countries and 75 per cent. of the votes of exporting countries 
under the distribution set out in Articles 33 and 34; provided that 
notifications to the Government of the United Kingdom of Great 
Britain and Northern Ireland by Governments which have been 
unable to ratify, accept or accede to this Agreement by December 15, 
1953, containing an undertaking to seek to obtain as rapidly as possible 
under their constitutional procedure, and during a period of four 
months from December 15, 1953, ratification, acceptance or accession, 
will be considered as equivalent to ratification, acceptance or accession. 
If, however, such a notification is not followed by the deposit of an 
instrument of ratification, acceptance or accession by May 1, 1954, 
the Government concerned shall then no longer be regarded as an 
observer. In any event the obligations under this Agreement of 
Governments of exporting countries which have ratified, accepted or 
acceded to this Agreement by May 1, 1954, for the first quota year 
will run as from January 1, 1954. 

(ii) If at the end of the period of four months mentioned in sub- 
paragraph (i) the percentage of votes of importing countries or of 
exporting countries which have ratified, accepted or acceded to this 
Agreement is less than the percentage provided for in sub-paragraph 
(i), the Governments which have ratified, accepted or acceded to this 
Agreement may agree to put it into force among themselves. 

(iii) The Council may determine the conditions under which the 
Governments which have not ratified, accepted or acceded to this 
Agreement by December 15th, 1953, but who have made known their 
intention to obtain as rapidly as possible a decision on ratification, 
acceptance or accession may take part in the work of the Council as 
non-voting observers if they so wish. 

(7) The Government of the United Kingdom of Great Britain and 
Northern Ireland will notify all signatory Governments of each signa- 
ture, ratification, acceptance of, or accession to this Agreement, and 
shall inform all signatory Governments of any reservation or condition 
attached thereto. 
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Cuaprer XVIII.—Duration, AMENDMENT, SUSPENSION, 
WITHDRAWAL, TERMINATION 


ARTICLE 42 


(1) The duration of this Agreement shall be five years from January 
1,1954. The Agreement shall not be subject to denunciation. 

(2) Without prejudice to Articles 43 and 44, the Council shall in 
the third year of this Agreement examine the entire working of the 
Agreement, especially in regard to quotas and prices and shall take 
into account any amendment to the Agreement which in connection 
with this examination any Participating Government may propose. 

(3) Not less than three months before the last day of the third 
quota year of this Agreement the Council shall submit a report on 
the results of the examination referred to in paragraph (2) of this 
Article to Participating Governments. 

(4) Any Participating Government may within a period of not 

more than two months after the receipt of the Council’s report re- 
ferred to in paragraph (3) of this Article withdraw from this Agree- 
ment by giving notice of withdrawal to the Government of the United 
Kingdom of Great Britain and Northern Ireland. Such withdrawal 
shall take effect on the last day of the third quota year. 
(5)—(i) If, after the two months referred to in paragraph (4) of 
this Article, any Government which has not withdrawn from this 
Agreement under that paragraph considers that the number of Gov- 
ernments which have withdrawn under the said paragraph, or the 
importance of those Governments for the purposes of this Agreement, 
is such as to impair the operation of this Agreement, such Govern- 
ment may, within thirty days following the expiration of the said 
period, request the Chairman of the Council to call a special meeting 
of the Council at which the Governments party to this Agreement 
shall consider whether or not they will remain party to it. 

(ii) Any special meeting called pursuant to a request made under 
sub-paragraph (i) shall be held within one month of the receipt by the 
Chairman of such request and Governments represented at such meet- 
ing may withdraw from the Agreement by giving notice of withdrawal 
to the Government of the United Kingdom of Great Britain and 
Northern Ireland within thirty days from the date on which the 
meeting was held. Any such notice of withdrawal shall become 
effective thirty days from the date of its receipt by that Government. 

(iii) Governments not represented at a special meeting held pur- 
suant to sub-paragraphs (i) and (11) may not withdraw from this 
Agreement under the provisions of those sub-paragraphs. 


ARTICLE 43 


(1) If circumstances arise which, in the opinion of the Council, 
affect or threaten to affect adversely the operation of this Agreement, 
the Council may, by a Special Vote, recommend an amendment of 
this ‘oo ‘ement to the Participating Governments. 

The Council shall fix the time within which each Participating 
Giemseuiaae) shall notify the Government of the United Kingdom of 
Great Britain and Northern Ireland whether or not it accepts an 
amendment recommended under paragraph (1) of this Article. 
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(3) If, within the time fixed under paragraph (2) of this Article, 
all Participating Governments accept an amendment it shall take 
effect immediately on the receipt by the Government of the United 
Kingdom of Great Britain and Northern Ireland of the last acceptance. 

(4) If, within the time fixed under paragraph (2) of this Article, 
an amendment is not accepted by the Governments of exporting 
countries which hold 75 per cent. of the votes of the exporting countries 
and by the Governments of importing countries which hold 75 per- 
cent. of the votes of the importing countries it shall not take effect 

(5) If, by the end of the time fixed under paragraph (2) of this 
Article, an amendment is accepted by the Governments of exporting 
countries which hold 75 per cent. of the votes of the exporting countries 
and by the Governments of importing countries which hold 75 per 
cent. of the votes of the importing countries but not by the Govern- 
ments of all the exporting countries and the Governments of all the 
importing countries 

(1) the amendment shall become effective for the Participating 
Governments which have signified their acceptance under para- 
graph (2) of this Article at the beginning of the quota year next 
following the end of the time fixed under that paragraph; 

(ii) the Council shall determine forthwith whether the amend- 
ment is of such a nature that the Participating Governments 
which do not accept it shall be suspended from this Agreement 
from the date upon which it becomes effective under sub- 
paragraph (i) and shall inform all Participating Governments 
accordingly. If the Council determines that the amendment 
is of such a nature, Participating Governments which have not 
accepted that amendment sball inform the Council by the date 
on which the amendment is to become effective under sub- 
paragraph (i) whether it is still unacceptable and those Partici- 
pating Governments which do so shall automatically be sus- 
pended from this Agreement; provided that if any such Partici- 
pating Government satisfies the Council that it has been prevented 
from accepting the amendment by the time the amendment 
becomes effective under sub-paragraph (i) by reason of consti- 
tutional difficulties beyond its control, the Council may postpone 
suspension until such difficulties have been overcome and the 
Participating Government has notified its decision to the Council. 

(6) The Council shall establish rules with respect to the reinstate- 
ment of a Participating Government suspended under paragraph 
(5) (ii) of this Article and any other rules required for carrying out 
the provisions of this Article. 


ARTICLE 44 


(1) If any Participating Government considers its interests to be 
seriously prejudiced by the failure of any signatory Government to 
ratify or accept this Agreement, or |:y conditions or reservations 
attached to any signature, ratification or acceptance, it shall notify 
the Government of the United Kingdom of Great Britain and Northern 
Ireland. Immediately on the receipt of such notification, the Gov- 
ernment of the United Kingdom of Great Britain and Northern 
Ireland shall inform the Council, which shall, either at its first meeting, 
or at any subsequent meeting held not later than one month after 
receipt of the notification, consider the matter. If, after the Council 
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has considered the matter, the Participating Government still con- 
siders its interests to be seriously prejudiced, it may withdraw from 
this Agreement by giving notice of withdrawal to the Government of 
the United Kingdom of Great Britain and Northern Ireland within 
thirty days after the Council has concluded its consideration of the 
matter. 

(2) If any Participating Government demonstrates that, notwith- 
standing the provisions of this Agreement, its operation has resulted 
in an acute shortage of supplies or in prices on the free market not 
being stabilised within the range provided for in this Agreement, and 
the Council fails to take action to remedy such situation, the Govern- 
ment concerned may give notice of withdrawal from this Agreement. 

3) If, during the period of this Agreement, by action of a non- 
participating country, or by action of any participating country incon- 
sistent with this Agreement such adverse changes occur in the relation 
between supply and demand on the free market as are held by any 
Participating Government seriously to prejudice its interests such 
Participating Government may state its case to the Council. If the 
Council declares the case to be well-founded the Government con- 
cerned may give notice of withdrawal from this Agreement. 

1) If any Participating Government considers that its interests 
will be seriously prejudiced by reason of the effects of the basic export 
tonnage to be allotted to a non-participating exporting country seeking 
to accede to this Agreement pursuant to Article 41 (4) such Govern- 
ment may state its case to the Council which shall take a decision 
upon it. If the Government concerned considers that, notwithstand- 
ing the decision by the Council, its interests continue to be seriously 
pre judiced, it may give notice of withdrawal from this Agreement. 

(5) The Council shall take a decision within thirty days on any 
matters submitted to it in accordance with paragraphs (2), (3) and (4) 
of this Article; and if the Council fails to do so within that time the 
Government which has submitted the matter to the Council may give 
notice of withdrawal from this Agreement. 

(6) Any Participating Government may, if it becomes involved in 
hostilities, apply to the Council for the suspension of some or all of its 
obligations under this Agreement. If the application is denied such 
Government may give notice of withdrawal from this Agreement. 

(7) If any Participating Government avails itself of the provisions 
of Article 16 (2), so as to be released from its obligations under that 
Article, any other Participating Government may at any time during 
the ensuing three months give notice of withdrawal after explaining its 
reasons to the Council. 

(8) In addition to the situations envisaged in the preceding para- 
graphs of this Agreement, when a Participating Government demon- 
strates that circumstances beyond its control prevent it from fulfilling 
its obligations under this Agreement it may give notice of withdrawal 
from this Agreement subject to a decision of the Council that such 
withdrawal is justified. 

(9) If any Participating Government considers that a withdrawal 
from this Agreement notified in accordance with the provisions of this 
Article by any other Participating Government, in respect of either 
its metropolitan territory or all or any of the non-metropolitan terri- 
tories for whose international relations it is responsible, is of such 
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importance as to impair the operation of this Agreement, that Govern- 
ment may also give notice of withdrawal from this Agreement at any 
time during the ensuing three months. 

(10) Notice of withdrawal under this article shall be given to the 
Government of the United Kingdom of Great Britain and Northern 
Ireland and shall become effective thirty days from the date of its 
receipt by that Government. 


ARTICLE 45 


The Government of the United Kingdom of Great Britain and 
Northern Ireland shall promptly inform all signatory and acceding 
Governments of each notification and notice of withdrawal received 
under Articles 42, 43, 44, and 46. 


Cuarprer XIX.—TeERRITORIAL APPLICATION 
\RTICLE 46 


(1) Any Government may at the time of signature, ratification, 
acceptance of, or accession to this Agreement or at any time thereafter, 
declare by notification given to the Government of the United King- 
dom of Great Britain and Northern Ireland that the Agreement shall 
extend to all or any of the non-metropolitan territories for whose 
international relations it is responsible and the Agreement shall from 
the date of the receipt of the notification extend to all the territories 
named therein. 

(2) Any Participating Government may by giving notice of with- 


drawal to the Government of the United Kingdom of Great Britain 
and Northern Ireland in accordance with the provisions for with- 
drawal in Articles 42, 43 and 44 withdraw from this Agreement sepa- 
rately in respect of all or any of the non-metropolitan territories for 
whose international relations it is responsible. 

In witness whereof the undersigned, having been duly authorised 
to this effect by their respective Governments, have signed this Agree- 
ment on the dates appearing opposite their signatures. 

The texts of this Agreement in the Chinese, English, French, 
Russian and Spanish languages are all equally authentic, the originals 
being deposited with the Government of the United Kingdom of Great 
Britain and Northern Ireland, which shall transmit certified copies 
thereof to each signatory and acceding Government 

Done at London the first day of October one thousand nine hundred 
and fifty-three. 

For Australia: 

Tuomas WHITE. Oct. 20, 1953. 


For Austria: 


For The Kingdom of Belgium: 
Mareuis pu Parc Locmarta. October 22nd, 1953. 


For Bolivia: 








© 
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For Brazil: 
S. DE Souza Leao GRACIE. October 30th, 1953. 


For Canada: 
lor Ceylon: 
Kor Chile: 


For China: 
Mao-Lan TUuAN. Oct. 31, 1953. 


The Government of the Republic of China, which was 
represented by the Chinese Delegation throughout the 
United Nations Sugar Conference held in London from 
July 13 to August 24, 1953 is the only legitimate Gov- 
ernment of China. The Chinese Delegation, in proceed- 
ing to sign this Agreement, declares, in the name of the 
Government of the Republic of China, that it considers 
as illegal and therefore null and void any declarations or 
reservations made by any Governments in connection with 
the Final Act of the United Nations Sugar Conference 
signed in London on August 24, 1953 or the present Agree- 
ment, which are incompatible with or derogatory to the 
legitimate position of the Government of the Republic 
of China. 

It is further recalled that during the Conference the 
Chinese Delegation, when supporting the Cuban reserva- 
tion that the balance of the Cuban 1953 sale to the United 
Kingdom should not be charged against her 1954 quota, 
did also declare that the balance of shipment contracted 
by the Republic of China with Japan for 1953 should be 
similarly treated. The balance is now estimated at 50,000 
metric tons not to be charged against the 1954 quota of 
the Republic of China. It is with this reservation that 
the Chinese Delegation signs the present Agreement. 


Mao-Lan TuAn 
For Colombia: 


For Costa Rica: 


For Cuba: 
Rosertro G. pe MENDOZA. 26 de Octubre, 1953. 


In affixing their signature to this Agreement, the 
Government of the Republic of Cuba do so subject to the 
condition that, in accordance with the understanding 
reached on the recommendation of the Steering Com- 
mittee to the United Nations International Sugar Con- 
ference on August 21, 1953, and which is contained in 
documents Conference Room Paper Ex 7 and E/CONF./ 
155R17 it is understood that the shipment after January 
1, 1954 of the balance of the Sugar sold by Cuba to the 





INTERNATIONAL SUGAR AGREEMENT 33 


United Kingdom under the 1953 transaction covering 
1,000,000 tons, shall not be charged against the export 
quotas for 1954 established for Cuba under the provisions 


of this A 


y 


7reement 
Roperto G. pE MENDOZA. 


26 de Octubre, 1953. 


For Czechoslovakia: 


ULLRICH 31.10.53. 
Signed with following reservations 


In view of the fact that Czechoslovak Economy is a 
full-scale planned Economy, Article 3, relating to the 
subsidization of exports of sugar, and Articles 10 and 13 
relating to limitations of production and stocks of sugar, 
are not applicable to Czechoslovakia. 

It is understood that Czechoslovakia will supply the 
Council with relevant statistics and information required 
under Article 28, par. 4 of the Agreement which it will 
deem necessary, so as to enable the Council or the Execu- 
tive Committee to discharge their functions under this 
Agreement. 

The signing of the Agreement mentioning in Articles 14 
China (Taiwan) and 34 China in no way signifies recogni- 
tion of the Kuomintang authorities’ power over the 
territory of Taiwan neither recognition of the so-called 
“Nationalist Chinese Government” as a legal and com- 
petent Government of China. 

J. ULLRICH. 


For Denmark: 
ANTHON VESTBIRK. 30th October, 1953. 


At the time of signing the present Agreement I declare 
that since the Danish Government do not recognise the 
Nationalist Chinese authorities as the competent Govern- 
ment of China they cannot regard signature of the Agree- 
ment by a Nationalist Chinese representative as a valid 
signature on behalf of China 

ANTHON VESTBIRK. 


For the Dominican Republic: 
Luis Logrono ConHeEN. 26th October, 1953. 


For Finland: 


For France and the countries which France represents interna- 


tionally: 


R. MAssIGLt. 26 octobre 1953. 


For the Federal Republic of Germany: 


D 


=) 


rR. Kart Mtuuer. 30. Okt. 1953: 


Kor Greece: 


J. 


PHRANTZES 31 October 1953. 








‘ 
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For Haiti: 

Love O. Lece_er. 29 octobre 1953. 
For the Hungarian People’s Republic: 
For India: 
For the Republic of Indonesia: 
For Israel: 
For Italy: 
For Japan: 

S. Marsumoro. 28th October, 1953. 
For the Hashemite Kingdom of Jordan: 
Kor Lebanon: 

Vicror KuHourt. October 31, 1953. 
For Mexico: 

Francisco A. pe Icaza. 30 Octubre 1953. 
For the Kingdom of the Netherlands: 

Subject to the reservation that the agreement does not 
apply to the movement of sugar between the component 
parts of the Kingdom. 

STIKKER. 30 October 1953. 
For New Zealand: 
For Nicaragua: 
For the Kingdom of Norway: 
For Pakistan: 
For Peru: 
For the Republic of the Philippines: 
ENRIQUE M. Garcta. 30th October, 1953. 
For the Polish People’s Republic: 


E. MILNIKIEL. 31.10.1953. 


1. The signing of this agreement, which in articles 14 
and 34 mentions China, may under no circumstances be 
regarded as a recognition of the authority of the Kuomin- 
tang over the territory of Taiwan nor of the so-called 
“Chinese nationalist government” as the legal and com- 
petent government of China. 

2. Considering the fact that the Polish People’s Repub- 
lic is a country of a planned economy, the provisions of the 
present Agreement concerning production, stocks and 
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subsidisation of export, especially Articles 10, 13 and 3 do 
not apply to the Polish People’s Republic. 


EK. MILNIKIEL. 
For Portugal: 
ALBANO NOGUEIRA. 30th October, 1953. 


At the time of signing the International Sugar Agree- 
ment on behalf of the Portuguese Government I desire to 
formulate the reservation already recorded in the Minutes 
of the International Sugar Conference to the effect that 
I do so on the understanding that the Province of Mo- 
zambique (Portuguese East Africa) will continue to export 
sugar to the territories of Southern Rhodesia, Northern 
Rhodesia, and Nyasaland, and that Portugal will be 
recognised as an exporting country to which, in conse- 
quence, a basic export quota will be allotted when her 
position shall have become that of a Net Exporter. 


ALBANO NOGUEIRA. 
For Saudi Arabia: 


For Spain: 

For Sweden: 

For Switzerland: 

For Syria: 

For the Kingdom of Thailand: 
For Turkey: 


For the Union of South Africa: 
A. L. GEYER. 30th October, 1953. 


For the Union of Soviet Socialist Republics: 
N. ANDRIENKO. 29th October 1953. 


It is understood that in view of the social-economic 
structure of the Union of Soviet Socialist Republics and 
its planned system of national economy, articles 10 and 
13, concerning restrictions of production and stocks, and 
likewise article 3, concerning subsidizing of exports of 
sugar, are inapplicable to the Union of Soviet Socialist 
Republics. [Translation.] 

The signing on behalf of the Union of Soviet Socialist 
Republics of the preceding text of the Agreement which 
mentions in article 14 China (Taiwan) and in article 34 
China, in no degree means the recognition of the authority 
of the Kuomintang over the territory of Taiwan, nor the 
recognition of the so-called “Nationalist Government of 
China” as the legal and competent Government of China. 
[Translation.] 

N. ANDRIENKO. 
29th October, 1953 
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For the United Kingdom of Great Britain and Northern Ireland: 
H. D. Hancock. 16th October, 1953. 
At the time of signing the present Agreement I declar 
that since the Government of the United Kingdom don 
recognise the Nationalist Chinese authorities as t 
competent Government of China they cannot rega 
signature of the Agreement by a Nationalist Chine 
representative as a valid signature on behalf of China 
The Government of the United Kingdom interpret 
Article 38 (6) as requiring the Government of the country 
where the Council is situated to exempt from taxation 
the funds of the Council and the remuneration paid by the 
Council to those of its employees who are not nationals 
of the country where the Council is situated. 
H. D. Hancock. 
For the United States of America: 
Winturop W. A.LpRIcH. 23rd October, 1953. 


For the Federal People’s Republic of Yugoslavia: 
P. Tonic. 30th of October, 1953. 


Certified a true copy: 


FOREIGN OFFICE 
SEAL E. J. PAssant. 


30 Nov 1953 Librarian and Keeper of the Papers for the 


Secretary of State for Foreign Affairs. 


gm, 
J 








ey 





83p CONGRESS SENATE EXECUTIVE 
2d Nession | 


DOCUMENTS EXPEDITING PROJECT 


PROTOCOL LIMITING CULTIVATION OF THE POPPY 
PLANT AND THE INTERNATIONAL AND WHOLESALE 
TRADE IN AND USE OF OPIUM 


MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED STATES 


THE PROTOCOL FOR LIMITING AND REGULATING THE CULTIVA- 
TION OF THE POPPY PLANT, THE PRODUCTION OF, INTERNA- 
TIONAL AND WHOLESALE TRADE IN, AND USE OF OPIUM, WHICH 
WAS OPEN FOR SIGNATURE AT NEW YORK FROM JUNE 23 UNTIL 
DECEMBER 31, 19583, AND DURING THAT PERIOD WAS SIGNED 
ON BEHALF OF THE UNITED STATES OF AMERICA AND 35 OTHER 
STATES 


Aprit 14, 1954.—The protocol was read the first time and the injunction of secrecy 
was removed therefrom, and together with all accompanying papers was 
referred to the Committee on Foreign Relations and ordered to be printed for 
the use of the Senate 


THe Waite Howse, April 14, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith a certified copy of a protocol for 
limiting and regulating the cultivation of the poppy plant, the pro- 
duction of, international and wholesale trade in, and use of opium, 
which was open for signature at New York from June 23 until Decem- 
ber 31, 1953, and during that period was signed on behalf of the 
United States of America and 35 other States. 

The purposes of the protocol are explained in the report of the Secre- 
tary of State, which is transmitted herewith for the information of the 
Senate. 

I also transmit a certified copy of the final act of the United Nations 
Opium Conference held at United Nations Headquarters, New York, 
from May 11 to June 18, 1953, at which Conference the protocol was 
formulated ; a certified copy of the resolutions adopted by the United 
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Nations Opium Conference; and an excerpt from the report of the 
delegation of the United States of America to the Conference. ‘These 
documents do not require ratification and are transmitted as of 
possible interest in connection with the consideration of the protocol. 
Dwicur D, ElseNHOWER. 


(Enclosures: (1) Report of the Secretary of State; (2) certified copy 
of a protocol for limiting and regulating the cultivation of the poppy 
plant, the production of, international and wholesale trade in, and use 
of opium; (3) certified copy of the final act of the United Nations 
Opium Conference; (4) certified copy of the resolutions adopted by 
the United Nations Opium Conference; (5) excerpt from the report 
of the United States delegation.) 


DEPARTMENT OF STATE, 
Washington, March 27, 19 


~y 
— 


The PRESIDENT, 
The White House: 

I have the honor to submit to the President, with a view to its 
transmission to the Senate to receive the advice and consent of that 
body to ratification, if the President approve thereof, a protocol for 
limiting and regulating the cultivation of the poppy shina’, the pro- 
duction of, international and wholesale trade in, and use of opium, 
which was open for signature at New York from June 23 until De- 
cember 31, 1953, and during that period was signed on behalf of the 
following states: United States of America, Cambodia, Canada, 
Chile, China, Costa Rica, Denmark, Dominican Republic, Ecuador, 
Egypt, France, Federal Republic of Germany, Greece, India, Iran, 
Iraq, Israel, Italy, Japan, Republic of Korea, Lebanon, Liechtenstein, 
Monaco, Netherlands, New Zealand, Panama, Pakistan, Philippines, 
Spain, Switzerland, Turkey, Union of South Africa, United Kingdom, 
Venezuela, Viet-Nam, and Yugoslavia. 

The provisions of the protocol were formulated by the United 
Nations Opium Conference held at United Nations Headquarters, 
New York, from May 11 to June 18, 1953. The Conference was con- 
vened by the Secretary-General of the United Nations in conformity 
with resolution 436 A (XIV) of the United Nations Economic and So- 
cial Council, dated May 27, 1952, in order “‘to draft and adopt a pro- 
tocol relating to the limitation of the production of opium. 

The present system of international control of narcotic drugs is 
based on the assumption that the illicit traffic of narcotic drugs will 
be suppressed or substantially reduced by limiting their manufacture 
to medical and scientific needs. Thus there is now no legal obligation 
under the narcotic conventions to so limit production of opium. 
This represents a serious gap in the system of international control 
since the world’s medical and scientific needs for opium could be sup- 
plied by approximately 500 tons a year, while present world production 
of opium is approximately 2,000 tons a year, a considerable part of 
the excess production of opium flowing into the illicit trade. The 
present protocol would close this gap with respect to opium. 

For the past 40 years, the United States has actively sought to 
secure effective international control of dangerous narcotic drugs, 





LIMIT CULTIVATION OF POPPY PLANT AND TRADE IN OPIUM 3 


participating in a number of conferences and becoming party to cer- 
tain conventions for that purpose. It has for a number of years advo- 
cated limitation of opium production, on the ground that the illic af 
traffic in narcotic drugs cannot be suppressed by control of manufa 
tured drugs alone, but also requires control of production of the raw 
material. A comparatively recent statement of the United States 
position is found in House Joint Resolution 241, approved by the 
President on July 1, 1944, urging all poppy-growing nations to enter 
into an international agreement to reduce production of opium to the 
medical and scientific needs of the world. 

A brief history of developments of most immediate interest, particu- 
larly from the standpoint of providing a basis for further comparison 
with the present protocol and of indicating the establishment in earlier 
conventions of machinery which will be utilized under the provisions 
of the present protocol, follows. 

The first international action on a multilateral basis was taken in 
1909 when, on the initiative of the United States, an International 
Opium Commission met in Shanghai and made a number of recom- 
mendations relating to regulation of the use of opium. A Conference 
was convened at The Hi ague in 1912 with the object of formulating a 
treaty incorporating the proposals contained in the resolutions of ies 
International Opium Commission, and a convention relating to the 
suppression of the abuse of opium and other drugs was formulated by 
that Conference and signed at The Hague under date of January 23, 
1912 (38 Stat. 1912), on behalf of a number of governments, including 
the United States. The convention sets forth general undertakings 
respecting control of the production, distribution, and exportation of 
raw opium and respecting the suppression of manufacture, internal 
traffic in, use, importation, and exportation of prepared opium. How- 
ever, the convention does not establish effective machinery for 
implementation. 

At the Opium Conference in Geneva in 1925, the American delega- 
tion made vigorous efforts to obtain treaty provisions restricting 
production of opium to medical and scientific needs and withdrew 
from that Conference when these efforts were defeated. That Con- 
ference formulated the International Opium Convention, dated at 
Geneva February 19, 1925. The 1925 convention provides for the 
establishment of a Permanent Central Board, a control body which 
has been assigned additional responsibilities under the 1931 convention 
and the present protocol. The Board consists of eight persons who, 
pursuant to the amending protocol signed at Lake Suecess on Decem- 
ber 11, 1946 (61 pene pt. 2, 2230; 62 Stat., pt. 2, 1796), are appointed 
for a term of 5 years by the Economic and Social Council of the 
United Nations. OU nder the provisions of the 1925 convention, con- 
trol is effected by a system of estimates of narcotics requirements and 
a system of statistical returns, 

The convention for limiting the manufacture and regulating the 
distribution of narcotic drugs, concluded at Geneva July 13, 1931 (48 
Stat. 154), to which convention the United States is a party, contains 
important provisions for the contro] of manufactured drugs and the 
regulation of distribution of narcotics, but does not include provisions 
for the limitation of production of opium. The 1931 convention 
provides for the establishment of and sets forth the responsibilities 
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of the Supervisory Body which is given additional responsibilities 
under the present protocol. The Supervisory Bodv consists of four 
persons. ‘l'wo are appointed by the World Health Organization and 
one each by the Commission on Narcotic Drugs of the Economic and 
Sovial Council and the Permanent Central Board, pursuant to the 
provisions of the amending protocol signed at L ake Success on Decem- 
ber 11, 1946 (61 Stat., pt. 2, 2230; 62 Stat., pt. 2, 1796). The Super- 
visory Body passes on and publishes the estimates each vear. The 
protocol bringing under international control drugs outside the scope 
of the convention of July 13, 1931, done at Paris November 19, 1948 
(2 UST 1629), and to which the United States is a party, supplements 
the 1931 convention and contains provisions for limiting the manu- 
facture and regulating the distribution not only of existing deleterious 
drugs outside the scope of the 1931 convention, but of any future 
drugs of that character as well 

rh present protocol will, so far as possible, extend to raw opium, 
medicinal opium, prepared opium, and the poppy plant the provisions 
of the 1931 convention. It was conceived as an interim agreement 
which will continue in effect until the successful conclusion of work 
which has already been started on the single convention for the control 
of synthetic drugs and the narcotic raw materials—opium, the coca 
leaf, and Cannabis sativa. 

Under the provisions of the protocol, the parties agree to limit the 
use of opium exclusively to medical and scientific needs (art. 2). 
Provisions are included, however, for certain temporary exceptions 
when a party makes an express declaration to that effect as provided 
in the protocol. Thus those countries which have traditionally 
permitted the use of opium without medical assistance, mainly for 
the relief of pain (quasi-medical use of opium) may continue to permit 
such use and may permit the production, import, or export of oprum 
for such purpose, but only for a transitional period not to extend 
beyond 15 years. Further, as a transitional measure, a country may 
permit smoking of opium by addicts not under 21 years of age who 
were registered for that purpose on or before September 30, 1953 
(art. 19) 

With a view to limiting to medical and scientific needs the quantity 
of opium produced in the world, there are established maximum limits 
of opium stocks which may be held on December 31 of each year. ‘The 
limits differ, as indicated in article 5 of the protocol, davon: on 
whether a state is a producing, a manufacturing, or a consuming 
state with respect to opium. P rovision is made for not disc ‘losing the 
size of military stocks of opium held on December 31, 1953 (art. 9, 
par. 1 (b)). 

The parties agree to limit the import and export of opium exclusively 
to medical and scientific purposes and further agree, subject to certain 
exceptions (par. 3 of art. 6 and par. 5 of art. 7), not to permit the 
import or export of opium other than that produced in any one of the 
following seven states which is a party to the protocol: Bulgaria, 
Greece, India, lran, Turkey, Union of Soviet Socialist Republics, and 
Yugoslavia. 

The protecol contains provisions for both national and international 
control measures: 

Each state producing opium is obligated to establish, if it has not 
already done so, a governmental agency to control the produc tion of 
opium through a system of licenses and to have the exclusive right of 
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importing, exporting, and wholesale trading in opium. All cultivators 
of the poppy are required to deliver their total ¢ rops to the agency for 
purchase (art. 3). States which permit the cultivation of the poppy 
for other purposes than for the production of opium, such as for seeds 
or oil, undertake to enact laws and reyulations to ensure that opium 
is not produced from such poppies and that oes manufacture of 
narcotic substances from poppy straw is controlled (art. 4 

Pursuant to international control provisions ine rvs «lin the proto ol, 
each party must submit estimates to the Permanent Central Board of 
the quantity of opium required for medical and scientific needs, and 
for reserve purposes, and, in addition, each party which permits the 
production of opium must also submit estimates of the area on which 
the poppy is to be cultivated for the purpose of harvesting opium ar nd 
of the amount of opium to be harvested (art. 8). The Supervisory 
Body has the responsibility of examining the satitmaien requesting 
further information, amending the estimates with the consent of the 
government concerned, and, in certain instances, establishing the 
estimates. It is therefore in a position to advise the governments 
concerned as to the desirable size of the opium crop and the acreage 
to be cultivated. 

Each party must also submit to the Permanent Central Board 
statistical reports of production, area cultivated, consumption, manu- 
facture, amounts seized in illicit traffic, and stocks of opium. ‘The 
Board is authorized by the terms of the protocol to take various meas- 
ures to ensure execution of the provisions of the prot ocol. It may, 
among other measures, request information and e xp! anations, propose 
a local inquiry, ms she public statements or inform the parties regarding 
the failure of a party to fulfill its obligations. Where instances of 
serious violation of obligations arise, the Board may recommend or 
impose an embargo on the import of opium or the export of opium, 
or both. Provisions are included for protection of the rights of the 
country concerned by procedurs al guaranties, such as the right to be 
heard and, if an embargo is imposed, the right of appeal to an Appeals 
Committee, which will be appointed by the President of the Inter- 
national Court of Justice, the President of the International Court 
having agreed to undertake such function (arts. 12 and 13). In con- 
formity with existing narcotics conventions and the principle of uni- 
versality, provisions are included in the protocol authorizing the 
Board to take measures as prescribed therein with respect to states 
not parties to the protocol or territories to which the protocol does not 
apply (art. 13) 

The protocol will come into force on the 30th d LV after the date of 
deposit of the instruments of ratification or accession of at least 25 
states, including at least 3 of the producing states, name ly, Bulgaria, 
Greece, India, Iran, Turkey, Union of Soviet Socialist Republics, and 
Yugoslavia, and at least 3 of the following manufacturing states: 
Belgium, France, Federal Republic of Germany, Italy, Japan, Nether- 
lands, Switzerland, United Kingdom of Great Britain and Northern 


‘hl 
Ireland, and the United States of America. It will come into force 
for each state ratifying or acceding after that date on the 30th day 
after the deposit of its instrument of ratification or accession (art. 21 


The final act of the United Nations Opium Conference and the 
resolutions of that Conference are transmitted herewith for the infor- 
mation of the Senate in connection with the consideration of the 
protocol. The final act and the resolutions do not require action by 








6 LIMIT CULTIVATION OF POPPY PLANT AND TRADE IN OPIUM 


the Senate. As of possible interest to the Senate, particularly with 
respect to the negotiation of the protocol and with respect to the 
procedures and organization of the United Nations ( )pium ( ‘onference, 
an excerpt from the report of the delegation of the United States of 
America to that Conference is also transmitted. 

Implementation of the provisions of the protocol can be accom- 
plished for the most part under existing legislation. However, some 
new legislation will also be necessary and will be requested of the 
Coneress. 

The present protocol will effect a long needed and drastic change 
in the world use of opium for other than medical and scientific pur- 
poses, and is considered to be a significant forward step in effective 
international cooperation on a probiem presenting serious moral and 
economic implications. 

Respectfully submitted 

Joun Foster Dutirs 


Enelosures: (1) Certified copy of a protocol for limiting and 
regulating the cultivation of the poppy plant, the production of, 
international and wholesale trade in, and use of opium; (2) certified 
copy of the final aet of the United Nations Opium Conference; 
(3) certified copy of the resolutions adopted by the United Nations 
Opium Conference; (4) excerpt from the report of the United States 
delegation. ) 


PROTOCOL FOR LIMITING AND REGULATING THE CULTIT- 
VATION OF THE POPPY PLANT, THE PRODUCTION OF, 
INTERNATIONAL AND WHOLESALE TRADE IN, AND USE 
OF OPIUM 

PREAMBLE 


Determined to continue their efforts to combat drug addiction and 
illicit traffic in narcotic substances and aware that these efforts can 
only achieve the desired results by close collaboration between all 
States, 

Recalling that, through a series of international instruments, efforts 
have been directed to the development of an effective system of nar- 
cotics control and desiring to strengthen such control at both the 
national and international level, 

Consi lering, however, that it is essential to limit to medical and 
scientific needs and regulate the production of the raw materials from 
which natural narcotic drugs are obtained and realizing that the 
most urgent problems are those of the control of the cultivation of the 
poppy and of the production of opium, 

The Contracting Parties, 

Hlaving resolved Lo conclude a Protocol for these purposes, 

HTave agreed as follows: 


Craprer 1—DeErinirions 
ARTICLE 1 DEFINITIONS 
Except where otherwise expressly indicated, or where the context 


otherwise requires, the following definitions shall apply throughout 
this Protocol: 
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“1925 Convention” means the International Opium Convention, 
signed at Geneva on 19 February 1925, as amended by the Protocol 
of 11 December 1946; 

“1931 Convention’? means the Convention for limiting the manu- 
facture and regulating the distribution of narcotic drugs, signed at 
Geneva on 13 July 1931, as amended by the Protocol of 11 December 
1946; 

“Board”? means the Permanent Central Board set up under article 
19 of the 1925 Convention; 

“Supervisory Body’? means the Supervisory Body set up under 
article 5 of the 1931 Convention; 

“Commission”? means the Commission or Narcotic Drugs of the 
Economic and Social Council of the United Nations; 

“Council” means the Economic and Social Council of the United 
Nations; 

“Secretary-General’”? means the Secretary-General of the United 
Nations; 

“Poppy”? means the plant Papaver somniferum L., and anv other 
species of Papaver which may be used for the production of opium; 

“Poppy straw” means all parts of the poppy after mowing (except 
the seeds) from which narcotics can be extracted 

“Opium’’ means the coagulated juice of the poppy in whatever 
form including raw opium, medicinal opium, and prepared opium, but 
excluding galenical preparations; 

“Production” means the cultivation of the poppy with a view to 
harvesting opium; 

‘Stocks’? means the total amount of opium lawfully held in a State 
other than (1) opium held by retail pharmacists and by institutions or 
qualified persons in the duly authorized exercise of therapeutic or 
scientific functions, and (2) opium held by, or under the control of, 
the government of that State for military purposes; 

‘Territory’? means any part of a State which is treated as a separate 
entity in the application of the svstem of import certificates and export 
authorizations provided for in the 1925 Convention; 

“Export” and “import’’ mean, in their respective connotations, the 
physical transfer of opium from one State to another State or from one 
territory to another territory of the same State. 


CuHaptrer II—REGULATION OF THE PRODUCTION AND USE oF OpItM, 
AND TRADE IN OPIUM 


ARTICLE 2 USE OF OPIUM 


The Parties shall limit the use of opium exclusively to medical and 
scientific needs. 
ARTICLE 3—CONTROL IN PRODUCING STATES 


With a view to controlling the production and use of opium, and 
trade in opium: 

1. Every producing State shall establish, if it has not already done 
so, and maintain one or more government agencies (hereafter in this 
article referred to as the Agency) to perform the functions assigned 
to it or to them, as the case may be, in this article. The functions 
referred to in paragrs aphs 2 to 6 of this article shall be discharged by 
a single agency if the Constitution of the State concerned permits it. 
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2. Production shall be limited to areas designated by the Agency 
wr other competent government authorities. 

3. Only cultivators licensed by the Agency or other competent 
government authorities shall be permitted to engage in production. 

4. Each license shall specify the extent of the area on which the 
cultivation of the poppy is permitted. 

5. All cultivators of the poppy shall be required to deliver their 
total opium crops to the Agency. The Agency shall purchase and 
*s 6 ye possession of such opium crops as soon as possible. 
The Agency or other competent government authorities shall 
have the exclusive right of importing, exporting and wholesale trading 
in, opium and of maintaining opium stocks other than those held by 
manufacturers licensed to manufacture alkaloids from opium. 

7. Nothing in this article shall be deemed to permit derogation 
from the obligations already assumed or to detract from the effect of 
the laws enacted by any Party in accordance with existing Conven- 
tions with respect to the control of the cultivation of the poppy. 


ARTICLE 4-—-CONTROL OF THE POPPY PLANT CULTIVATED FOR PURPOSES 
OTHER THAN THE PRODUCTION OF OPIUM 


A Party which permits the cultivation and use of the Poppy for 
purposes other than the production of opium shall, whether or not it 
also permits the production of opium: 

(a) Enact all such laws or regulations as may be necessary to 
ensure 
(i) That opium is not produced from poppies cultivated 
for a purpose other than the production of opium, and 
(ii) That the manufacture of narcotic substances from 
poppy straw is adequs itely controlled ; 
(6) Transmit to the Secretary-General copies of any laws or 
regulations so enacted; and 
(c) Transmit annually to the Board, at a date fixed by it, the 
statistics of poppy straw imported or exported during the previous 
year for any purpose whatsoever. 


ARTICLE 5 LIMITATION OF STOCKS 


With a view to limiting to medical and scientific needs the quantity 
of opium produced in the world: 

The Parties shall regulate the production, export and import of 
opium in such a way as to ensure that the stocks held by any Party 
shall not, on 31 December of any year, exceed the following amounts: 

(a) In the case of a producing State listed in sub-paragraph (a) of 
paragraph 2 of article 6, the total amount of opium exported from that 
State for medical and scientific purposes, and of opium used within 
that State for the manufacture of alkaloids in any two years, plus a 
quantity equal to one half the amount exported and used for the 
manufacture of alkaloids in any other vear at that Party’s choice, 
provided that the years neat shall not include any year before 
| January 1946. Any such Party shall be entitled to select different 
periods for the computation of the amounts exported and the amounts 
used; 

(6) In the case of any Party (other than a Party referred to in sub- 
paragraph (a) of this paragraph) which, having regard to the provi- 
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sions of the 1925 and 1931 Conventions in so far as applicable to such 
Party, permits the manufacture of alkaloids, its norraal requirements 
for a period of two years. Such requirements shall be determined by 
the Board; 

(c) In the case of any other Party, the total amount of opium 
consumed during the preceding five years. 

2. (a) Ifa produei ing State referred to in sub-paragraph (a) of para- 
graph 1 of this article decides to cease producing opium for export and 
wishes to be removed from the category of producing State under sub- 
paragraph (a) of paragraph 2 of article 6, it shall make a declaration 
to this effect to the Board at the time at which the next annual notifica- 
tion is due in accordance with sub-paragraph (6) of paragraph 3 of this 
article. Upon making such declaration, any such Party shall for the 
purposes of this Protocol be deemed no longer to be a State mentioned 
in sub-paragraph (a) of paragraph 2 of article 6 and may not be 
reinstated in that category; and the Board, upon receipt of such 
declaration, shall place such Party in the category referred to in 
sub-paragraphs (b) or (c) of paragraph 1 of this article, whichever 
is applicable, and shall notify all other Parties to this Protocol accord- 
ingly. For the purposes of this Protocol, any such change of category 
shall be effective as from the date of such notification by the Board; 

(6) The procedure laid down in sub-paragraph (a) of this paragrs aph 
shall apply with respect to any declaration by any Party wishing to 
be changed from the category referred to in sub-paragraph (6) of 
paragraph 1 of this article to the categ ory referred to in sub-paragraph 
(c) of paragraph 1 of this article or vice versa, except that any such 
Party may, at its request, be reinstated in its former category. 

3. (a2) The amount of opium referred to in sub-paragraphs (@) and 
(c) of paragraph 1 of this article shall be calculated on the basis of the 
statistics established by the Board in its annual report and including 
those for the period ending 31 December of the preceding year as 
published subsequently ; 

(b) Any Party to which sub- -paragraph (a) or (b) of paragraph 1 of 
this article applies, shall annually notify to the Board: 

(i) The periods it has chosen in accordance with sub-paragraph 
(a) of paragraph 1 of this article or, as the case may be, 

(ii) The amount of opium it wishes to be considered as its 
normal requirements for determination by the Board in accord- 
ance with sub-paragraph (6) of paragraph 1 of this article; 

(c) The notification referred to in the preceding sub-paragraph shall 
each the Board not later than 1 August of the year preceding the 
date to which it refers; 

(d) If a Party which is required to transmit a notification in accord- 
ance with sub-paragraph (6) of this paragraph fails to do so in time, 
the Board shall, without prejudice to the provisions of the following 
sub-paragraph, adopt the data contained in that Party’s last relevant 
notification. If, however, the Board has never received a relevant 
notification from the Party concerned, it shall, without further con- 
sultation with the Party, but after giving due consideration to the 
information at its disposal, to the aims of this Protocol and to the 
interest of the Party: 

(i) Choose the periods referred to in sub-paragraph (a) of 
paragraph 1 of this article; or, as the case may be, 
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(ii) Determine the normal requirements referred to in sub- 
paragraph (6) of paragraph 1 of this article; 

c) If the Board receives a notification at a date later than that 
prescribed by sub-paragraph (c) of this paragraph, it may proceed as 
if such notification had been received in time; 

f) The Board shall annus ally notify: 

i) Each Party referred to in sub-paragraph (a) of paragraph 
1 of this article, of the years chosen in accordance with that 
sub-paragraph or with sub-paragraphs (/) and (e) of paragraph 
+ of this article; 

il) Hach Party referred to in sub-paragraph (6) of paragraph 
1 of this article, of the amount of opium which, in accordance 
with that sub-paragraph, it considered as that Party’s normal 
requirements; 

g) The Board shall transmit the notification referred to in sub- 
paragraph (f) of this paragraph not later than 15 December of the 
year preceding the date to which the data contained therein refer. 

1. (a) With respect to a State which is a Party to this Protocol on 
the date of its coming into force, the provisions of paragraph 1 of this 
article shall be effective as from 31 December of the year following 
the year in which the Protocol has come into force; 

6b) With respect to any other State, the provisions of paragraph 
of this article shall be effective as from 31 December of the year 
following the year in whic h any such State has become a Party. 

5. (a) If the Board considers the circumstances exceptional, it 
may, under conditions to be preseribed and for a diikeenbaa period 
of time, exempt a Party from compliance with the requirements stipu- 
lated in paragraph 1 of this article as to the maximum level of opium 
stocks; 

b) If at the time of the coming into force of this Protocol, a pro- 
ducing State referred to in sub-paragraph (a) of paragraph 2 of article 
6 has opium stocks in excess of the maximum level permitted by 
sub-paragraph (a) of me agraph 1 of this article, the Board shall, 1 
the exercise of its discretion, have regard to this fact with a view 
to avoiding economic difficulties which would result in such State 
from too rapid a reduction of opium stocks to the maximum level 
prescribed in sub-paragraph (a) of paragraph 1 of this article. 


ARTICLE 6—INTERNATIONAL TRADE IN OPIUM 


The Parties shall limit the import and export of opium exclusively 
o medical and scientific purposes. 

2. (a) W ithout prejudice to the provisions of article 7, paragraph 5, 
the Parties shail not permit the import and export of opium other than 
opium produced in any one of the following States which at the time 
of the import or export in question shall be a Party to this Protocol: 

sulgaria 

Crreect 

India 

Iran 

Turkey 

Union of Soviet Socialist Republics 
Yugoslavia ; 

(6) The Parties shall not permit the import of opium from any 
State which is not a Party to this Protocol. 
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3. Notwithstanding the provisions of sub-paragraph (a) of para- 
graph 2 of this article, a Party may authorize, exclusively for its do- 
mestic consumption, the import and export as between its territories 
of an amount of opium produced in any of these territories not ex- 
ceeding its needs for one year 

The Parties shall apply to the import and export of opium the 
system of import certificates and export authorizations provided for in 
chapter V of the 1925 Convention, except that article 18 thereof shall 
not apply. A Party may, however, impose, with respect to its im- 
ports and exports of opium, conditions more restrictive than those re- 
quired by chapter V of the 1925 Convention. 


ARTICLE 7 DISPOSAL OF SEIZED OPIUM 


|. Except as provided in this article, all opium seized in the illicit 
traffic sh: ll | de destroved, 

2 i Part) may, under Government control, convert, in whole or 
in part, the narcotic substances contained in such opium into non- 
narcotic substances, or appropriate, in whole or in part, such opium 
or the alkaloids manufactured therefrom for medical or scientific use 
by or under the control of the government. 

3. Any producing State listed in sub-paragraph (a) of paragraph 2 of 
article 6 which is a Party to this Protocol m: iv consume and export 
opium seized in its country, or the alkaloids manufactured therefrom. 

4. Seized opium which can be identified as having been stolen from a 
government or licensed warehouse may be returned to its lawful 
owner 

5. A Party which permits neither the production of opium nor the 
manufacture of opium alkaloids may obtain permission from the Board 
to export in exchange for opium alkaloids or drugs containing opium 
alkaloids, or for the purpose of extracting such alkaloids for that Party’s 
own medical or scientific needs, a specified quantity of opium seized 
by the authorities of that Party to the territory of a Party which 
manufactures opium alkaloids. However, the quantity of opium so 
exported in any one year may not exceed the equivalent, in opium, of 
one vear’s requirements of tl he exporting Party concerned in the form 
both of medicinal opium and of drugs containing opium or alkaloids 
thereof; and any surplus shall be destroyed. 


Cuapter IIlI]—Inrormation To Br Suppitiep BY GOVERNMENTS 


ARTICLE 8—ESTIMATES 
1. Each Party shall, in a similar manner to that required for drugs 
by the 1931 Convention, forward to the Board, in respect of each of 
its territories, estimates for the following year of: 

(a) The quantity of opium required for use as such for medical 
and scientific needs, including the quantity required for the manu- 
facture of preparations exempted under article 8 of the 1925 
Convention; 

(b) The quantity of opium required for the manufacture of 
alkaloids; 

The stocks which, having regard to the provisions of article 
5, it proposes to maintain and the amount of opium necessary to 
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add to or deduct from its existing stocks in order to bring those 
stocks to the desired level; 
(/) The amounts of opium it proposes to add to its stocks, if 
y, held for military purposes, or to transfer therefrom to lawful 
trade 
2. The total of the estimates for each country or territory shall con- 
f the sum of the amounts specified under sub-paragraphs (@) 
and (6) of the preceding paragraph, with the addition of the amount 
necessary to bring the stocks specified under sub-paragraphs (¢) and 


sist O 


( of the same paragraph to the desired level or after the deduction of 

any amounts by which those stocks may exceed that level. These 

additions or deductions shall not, however, be taken into account ex- 

cept in so far as the Parties concerned have forwarded at the proper 
me the nece ary ¢ estimates to the Board. 

8. Hach Party which permits the production of opium shall forward 
annually to the Board, in respect of each of its territories, an estimate 
of the extent of the area (in hectares) stated, as exa tly as possible, on 
which it proposes to cultivate the poppy for the purpose of harvesting 
opium, and estimates, as accurate as practicable, of the amount of 
opium to be harvested, based on the average vield of —_ in the 
preceding five years. If the cultivation of the poppy for this purpose 
is permitted in more than one region, this information shall be shown 
separa ly for each such region. 

i. (a) The estimates referred to in paragraphs 1 and 3 of this article 
shall be made in the form prescribed from time to time by the Board. 

b) Eve “vy estimate shall be dispatched so as to reach the Board by 
a date determined by it. The Board may prescribe different dates for 
the estimates referred to in paragraph 1 of this article and for those 
referred to in paragraph 3 thereof; it may also, taking into considera- 
tion varying harvesting times, prescribe different dates for the esti- 
mates to be furnished | Parties under paragraph 3 of this article. 

>. Every estimate shall be accompanied by a statement explaining 


hod } vhie} | i ind hie | ‘ral 

the method by which it has been compiled and by which the several 
amounts in it have been calculated 

Supplementary estimates either aecreasing or imcreasing the 


original estimates may be furnished and shall be sent to the Board 
without delay, together with an explanation of the reason for such 
revision. The provisions of this article, except sub-paragraph (6) of 
paragraph 4 and paragraph 9, shall apply to such supplementary 
estimates 

7. The estimates shall be examined by the Supervisory Body which 
may request any further information in order to make an estimate 
complete, or to explain anything contained therein and, with the con- 
sent of the government concerned, amend such estimates. 

8. The Board shall request estimates for countries or territories to 
which this P rotoc ol does not apply to be made in accordance with the 
provis ions of this Protecol. 

9. If in respect of any country or territory any estimates do not 
reach the Board by the date prescribed by it under sub-paragraph 
(4) of paragraph 4 of this article, such estimates shall, as far as prac- 
ticable, be established by the Supervisory Body. 

10. The estimates referred to in paragraph 1 of this article, includ- 
ing such estimates established by the Supervisory Body in accordance 
with paragraph 9 of this article, shall not be exceeded by the Parties 
unless or until they have been modified by supplementary estimates. 
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11. If it appears from the import and export returns made to the 
Board under article 9 of this Protocol or article 22 of the 1925 Con- 
vention that the quantity of opium exported to any country or terri- 
torv exceeds the total of estimates for that country or territory as 
defined in paragraph 2 of this article, with the addition of the amounts 
shown to have been exported, the Board shall immediately notify 
all the Parties. The Parties agree that they will not, during the 
currency of the year in question, authorize any new exports to that 
country or territory except: 

(a) In the event of a supplementary estimate being furnished 
for that country or territory in respect both of any quantity 
over-imported and of the additional quantity required; or 

(6) In exceptional cases where the export in the opinion of the 
exporting Party is essential in the interests of humanity or for 
the treatment of the sick. 


ARTICLE 9 STATISTICS 


1. The Parties shall furnish to the Board in respect of each of their 
territories: 

(a) Not later than 31 March, statistics relating to the preced- 
ing year showing: 

(i) The extent of the area on which poppy was cultivated 
with a view to harvesting opium and the amount of opium 
harvested thereon; 

(ii) The amount of opium consumed, i. e., the amount of 
opium delivered for retail trade, or to be dispensed or admin- 
istered by hospitals, or by qualified and duly authorized 
persons in the exercise of their professional or medical func- 
tions; 

(iii) The amount of opium used for the manufacture of 
alkaloids and opium preparations, including the quantity 
required for the manufacture of preparations for the export 
of which export authorizations are not required, whether 
such preparations are intended for domestic consumption 
or for export, in accordance with the Conventions of 1925 
and 1931; 

(iv) The amount of opium seized in the illicit traffic, the 
amount disposed of and the method of disposal; and 

(6) Not later than 31 May statistics showing the stocks held 
on the preceding 31 December; the statistics concerning these 
stocks shall exclude the opium held by a Party for military pur- 
poses on 31 December 1953, but shall include any amounts 
subsequently added to such opium or transferred therefrom to 
lawful trade; and 

(ec) Not later than four weeks from the end of the period to 
which they relate, quarterly statistics showing the amounts of 
opium imported and exported. 

2. The statistics referred to in paragraph 1 of this article shall be 
furnished on such forms and in such manner as may be determined by 
the Board. 

3. If they have not already done so, producing States which are 
Parties to the Protocol shall furnish to the Board as exactly as possible 
for 1946 and the following vears the statistics referred to in sub-para- 
graph (a) (i) of paragraph 1 of this article. 
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The Board shall publish the statistics referred to in this article 
in such form and at such intervals as it may deem appropriate. 


ARTICLE 10 REPORTS TO THE SECRETARY-GENERAL 


1. The Parties shall furnish to the Secretary-General: 

(a) A report on the organization of and functions assigned 
under article 3 to the Agency referred to therein, and on the 
functions assigned under article 3 to the other competent au- 
thorities, if any; 

(6) A report on the legislative and administrative measures 
adopted in accordance with this Protocol; 

(c) An annual report on the working of this Protocol. This 
report shall be made in accordance with the form prescribed by 
the Commission, and may be included in or annexed to the 
annual reports referred to in article 21 of the 1931 Convention. 

2. The Parties shall furnish the Secretary-General with additional 
information regarding any important changes concerning the matters 


set out in the preceding paragraph. 


CuHaprer ILV—INTERNATIONAL SUPERVISION AND ENFORCEMENT 
\MLEASURES 


ARTICLE 11 ADMINISTRATIVE MEASURES 


1. In order to supervise the oper: ution of this Protocol the Board 
may adopt the following measur 

(a Reque st for information T he Board ma 5 ask Parties confiden- 
tially for information regarding the implementation of this Protocol 
and, in this connexion, make appropriate suggestions to the Parties 
concerned ; 

(b) Request for explanation—If on the basis of information at its 
disposal the Board is of the opinion that any important provision of 
this Protocol is not being observed in any country or territory or 
that the opium situation therein requires elucidation, the Board shall 
have the right to ask confidentially for an explanation from the Party 
concerned ; 

(c) Proposal of remedial measures—If the Board thinks fit, it may 
confidentially call the attention of a government to its failure to carry 
out substantially any important provision of this Protocol or to a 
gravely unsatisfactory opium situation in any of the territories under 
its control. The Board may also call upon the government to study 
the possibility of adopting such remedial measures as the situation 
may require; 

d) Local inquiry—If the Board considers that a local inquiry would 
contribute to the elucidation of the situation it may propose to the 
government concerned that a person or a committee of inquiry 
designated by the Board be sent to the country or territory in question. 
If the government fails to reply within four months to the Board’s 
proposal such failure shall be considered a refusal to consent. If 7 
government expressly consents to the inquiry it shall be made i 
collaboration with officials designated by that government. 

2. The Party concerned shall be entitled to be heard by the Board 
through its representative before a decision is taken under sub- 
paragraph (c) of the preceding paragraph. 
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3. Decisions of the Board taken in accordance with sub-paragraphs 
(c) and (d) of paragraph 1 of this article shall be made by a majority 
of the whole number of the Board. 

4. If the Board publishes its decisions taken under sub-paragraph 
(d) of paragraph 1 of this article or any information relating thereto, 
it shall also publish the views of the vovernment concerned if the 
latter so requests. 


ARTICLE 12 ENFORCEMENT MEASURES 


1. Public declarations 
If the Board finds that the failure of a Party to carry out provisions 


of this Protocol is seriously impeding the control over narcotic sub- 
stances in any territory of that Party or in any territory of another 
State, it may adopt the following measures: 

(a) Public notification—The Board may call the attention of all 
Parties and of the Council to the matter. 

(b) Public statements—If the Board considers that its action taken 
in accordance with the preceding sub-paragraph has not had the de- 
sired results, it may issue a statement that a Party has violated its 
obligations under this Protocol, or that any other State has failed 
to take the necessary measures to prevent the opium situation in 
any of its territories from becoming a danger to effective control of 
narcotic substances in one or several of the territories of other Parties 
or States. If the Board makes a public statement it shall also publish 
the views of the government concerned if the latter so requests. 

2. Recommendation of embargo 


If the Board finds: 

(a) as a result of its study of the estimates and statistics fur- 
nished under articles 8 and 9, that a Party has failed substantially 
to carry out its obligations under this Protocol or that any other 
State is seriously impeding the effective administration thereof, or 

(6) in the ight of the information at its disposal, that excessive 
quantities of opium are accumulating in any country or territory 
or that there is a danger of any country or territory becoming a 
centre of illicit traffic, 

it may recommend to the Parties an embargo on the import of opium, 
the export of opium, or both, from or to the country or territory con- 
cerned, either for a designated period or until it shall be satisfied as to 
the opium situation in such country or territory. The State concerned 
may bring the matter before the Council, in accordance with the 
relevant provisions of article 24 of the 1925 Convention. 
3. Mandatory embargo 

(a) Announcement of, and imposition of embary The Board may, 
on the basis of findings made under sub- pe a) or (b) of 
paragraph 2 of this article, adopt the following measures: 

i) The Board may announce its intention to impose an em- 
bargo on the import of opium or the export of opium, or both, 
from or to the country or territory concerned ; 

(ii) If the announcement mentioned in sub-paragraph (a) (i) of 
this paragraph fails to remedy the situation the Board may 
impose the embargo provided that the lesser measures set out in 
sub-paragraphs (a) and (6) of paragraph 1 of this article have 
failed or are unlikely to correct the unsatisfactory situation. 
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The embargo may be imposed either for a definite period or until 
the Board is satisfied as to the situation in the country or territory 
concerned. The Board shall forthwith notify the State con- 
cerned and the Secretarv-General of its decision, The decision 
of the Board shall be confidential and, except as expressly pro- 
vided in this article, shall not be disclosed until it is established 
in accordance with sub-paragraph (c) (i) of paragraph 3 of this 
article that the embargo is to take effect. 


(b) Appeal 


(i) A State in respect of which a decision to impose a mandatory 
embargo has been taken may, Within thirty days of receipt by 
that State of such decision, notify the Secretary-General con- 
fidentially in writing of its intention of appeal and, within another 
thirty days, furnish in writing the reasons for such appeal; 

(ii) The Secretary-General shall at the time of coming into 
force of this Protocol request the President of the International 
Court of Justice to appoint an Appeals Committee consisting of 
three members and two alternates who, by their competence, 
impartiality and disinterestedness, will command general confi- 
dence. If the President of the International Court of Justice 
informs the Secretary-General that he is unable to make the 
appointment, or does not make it within a period of two months 
from the receipt of the request to do so, the Secretary-General 
shall make the appointment. The term of office of the members 
of the Appeals Committee shall be five years and any member 
may be eligible for reappointment. The members shall, in accord- 
ance With arrangements made by the Secretary-General, receive 
remuneration only for the duration of the sittings of the Appeals 
Committee; 

(iii) Vacancies on the Appeals Committee shall be filled in 
accordance with the procedure set out in sub-paragraph (6) (ii) 
of this paragraph; 

(iv) The Secretary-General shall forward to the Board copies 
of the written notification and the reasons for the appeal referred 
to in sub-paragraph (6) (i) of this paragraph and, without delay, 
provide for a meeting of the Appeals Committee to hear and deter- 
mine the appeal and shall make all arrangements necessary for the 
Appeals Committee’s work. He shall furnish the members of the 
Appeals Committee with copies of the Board’s decision, the com- 
munications referred to in sub-paragraph (6) (i) of this para- 
graph, the Board’s reply if available and all other relevant 
documents; 

(v) The Appeals Committee shall adopt its own rules of pro- 
cedure; 

(vi) The appellant State and the Board shall be entitled to be 
heard by the Appeals Committee before a decision is taken; 

(vii) The Appeals Committee may affirm, vary or reverse the 
Board’s decision relative to the imposition of the embargo. The 
decision of the Appeals Committee shall be final and binding and 
shall forthwith be communicated to the Secretary-General ; 

(vii) The Secretary-General shall communicate the decision of 
the Appeals Committee to the appellant State and to the Board; 

(ix) If the appellant State withdraws the appeal, the Secretary- 
General shall notify the Appeals Committee and the Board of 
such withdrawal. 
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(c) Execution of the embargo 

(i) The embargo imposed in accordance with sub-paragraph 
(a) of this paragraph shall come into force sixty days after the 
Board’s decision unless notice of appeal! is given in accordance 
with sub-paragraph (6) (i) of this paragraph. In this case the 
embargo shall come into force thirty days after the withdrawal of 
the appeal or after a decision of the Appeals Committee upholding 
the embargo in whole or in part; 

(i) As soon as it is established in accordance with sub-para- 
graph (ce) (i) of this paragraph that the embargo is to take effect, 
the Board shall notify all the Parties of the terms of the embargo 
and the Parties shall comply therewith. 

4. Procedural safe guards 

(a) Decisions of the Board taken in accordance with this article 
shall be made by a majority of the whole number of the Board. 

(b) The State concerned shall be entitled to: be heard by the Board 
through its representative before a decision is taken under this article. 

(c) If the Board publishes a decision taken under this article or any 
information relating thereto, it shall also publish the views of the 
government concerned if the latter so requests If the decision of 
the Board is not unanimous the views of the minority shall be stated, 


ARTICLE 13 UNIVERSAL APPLICATION 


The Board may also, if possible, take the measures referred to in 
this chapter, in respect of States which are not Parties to this Protocol, 
and in respect of territories to which, under article 20, this Protocol 
does not apply. 

CHaprer V—FINAL ARTICLES 


ARTICLE 14 MEASURES OF IMPLEMENTATION 


The Parties shall adopt all legislative and administrative measures 
necessary for the purpose of making fully effective the provisions of 
this Protocol. 

\RTICLE 15—DISPUTES 


1. The Parties expressly recognize that the International Court of 
Justice is competent to settle disputes concerning this Protocol. 

2. Unless the Parties concerned agree to another mode of settle- 
ment, any dispute between two or more Parties relating to the inter- 
pretation or application of this Protocol shall be referred to the 
International Court of Justice for settlement at the request of any 
one of the Parties to the dispute. 


ARTICLE 16 SIGNATURI 


This Protocol, of which the Chinese, English, French, Russian and 
Spanish texts are equally authentic, shall until 31 December 1953 be 
open for signature on behalf of any Menber of the United Nations 
and of any non-member State invited, in accordance with the instruc- 
tions of the Council, to participate in the Conference which drew up 
this Protocol, and of any other State to which the Secretary-General 
at the request of the Council, has sent a copy of this Protocol. 


42118—54 
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ARTICLE 17 RATIFICATION 


This Protocol shall be ratified. The instruments of ratification 
shall be deposited with the Secretary-General. 


ARTICLE 18——-ACCESSION 


This Protocol may be acceded to on behalf of any Member of the 
United Nations or any non-member State referred to in article 16 or 
any other non-member State to which the Secretary-General, at the 
request of the Council, has sent a copy of this Protocol. The instru- 
ments of accession shall be deposited with the Secretary-General. 


ARTICLE 19——TRANSITIONAL MEASURES 


|. As a transitional measure, any Party may, provided that it has 
made an express declaration to that effect at the time of signature or 
deposit of its instrument of ratification or accession, permit: 

(a) The use, in any of its territories, of opium for quasi-medical 
purposes; 

(6) The production, import or export of opium for such pur- 
poses from or to any State or territory to be designated at the 
time of making the above-mentioned declaration, provided that: 

(i) On 1 January 1950 such use, import or export of 
opium was traditional in the territory in respect of which 
the declaration is made and was there permitted at that 
date; 

(ii) no export shall be permitted to a State not a Party 
to this Protocol; and 

iil) the Party undertakes to abolish, within a _ period 
which shall be specified by that Party at the time of the 
declaration and which shall in no case extend beyond fifteen 
vears after the coming into effect of this Protocol, the use, 
production, import and export of opium for quasi-medical 
purposes. 

2. Any Party having made a declaration under paragraph 1 of 
this article shall, for the period referred to in sub-paragraph (6) 
(iii) of that paragraph, be authorized, in each year, to hold in addi- 
tion to the maximum stocks provided for in article 5, stocks equal 
to the amount consumed for quasi-medical purposes in the two 
preceding vears. 

3. Any Party may also, as a transitional measure, provided that 
it has made an express declaration to this effect at the time of signa- 
ture or deposit of its instrument of ratification or accession, permit 
the smoking of opium by addicts not under 21 years of age registered 
by the appropriate authorities for that purpose on or before 30 Sep- 
tember 1953, provided that on 1 January 1950 opium-smoking was 
permitted by the Party concerned. 

1. A Party invoking the transitional measures under this article 
shall: 

(a) Include in the annual report, to be furnished to the Secre- 
tary-General in accordance with article 10, an account of the 
progress made during the preceding year towards the abolition 
of the use, production, import or oe of opium for quasi- 
medical purposes and of opium for smoking 
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(b) Submit separately in respect of opium used, imported, 
exported and held for quasi-medical purposes, and of opium 
used and held for purposes of smoking, such estimates and sta-' 
tistics as are required by articles 8 and 9 of this Protocol. 

5. (a) If a Party, which invokes the transitional measures in 
accordance with this article, fails to submit: 

(i) The report referred to in sub-paragraph (a) of paragraph 4 
within six months after the end of the year to which the informa- 
— , ‘lates, 

The statistics referred to in sub-paragraph (6) of paragraph 
4 within three months after the date on which they are due in 
accordance with article 9, 

(iii) The estimates referred to in sub-paragraph (6) of para- 
graph 4 within three months after the date fixed for that purpose 
by the Board in accordance with article 8 

the Board or the Secretary-General as the case may be shall send to 
the Party concerned a notification of the delay and request it to 
submit such information within a period of three months after the 
receipt of that notification. 

(b) If a Party fails to comply within such period with this request 
of the Board or the Secretary-General, the transitional measures 
permitted under this article shall no longer be applicable to that 
Party as from the expiration of that period. 


ARTICLE 20—TERRITORIAL APPLICATION 


This Protocol shall apply to all the non-self-governing, trust, colonial 
and other non-metropolitan territories for the international relations 
of which any Party is responsible, except where the previous consent 
of a non-metropolitan territory is required by the Constitution of the 
Party or of the non-metropolitan territory, or required by custom. 
In such case the Party shall endeavour to secure the needed consent 
of the non- -metropolitan territory within the shortest period possible 
and when that consent is obtained the Party shall notify the Secretary- 
General. This Protocol shall apply to the territory or territories 
named in such notification from the date of its receipt by the Secretary- 
General. In those cases where the previous consent of the non- 
metropolitan territory is not required, the Party concerned shall, at 
the time of signature, ratification or accession, declare the non- 
metropolitan territory or territories to which this Protocol applies. 


ARTICLE 21 COMING INTO FORC! 


This Protocol shall come into force on the thirtieth day after the 
date of deposit of the instruments of ratification or accession of at 
least twenty-five States including at least three of the producing 
States named in sub-paragraph (a) of paragraph 2 of article 6 and at 
least three of the following manufacturing States: Belgium, France, 
Federal Republic of Germany, Italy, Japan, Netherlands, Switzerland, 
United Kingdom of Great Britain and Northern Ireland, United 
States of America. 

This Protocol shall come into force in respect of any State de- 
positing an instrument of ratification or accession after the deposit of 
those necessary for the coming into force of this Protocol in accordance 
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with paragraph 1 of this article, on the thirtieth day following the 
date on which the State concerned has deposited its instrument. 


ARTICLE 22 REVISION 


1. Any Party may request revision of this Protocol at any time by 
a notification addressed to the Secretary -General. 

2. The Council, after consultation with the Commission, shall 
recommend the Steps to be taken in respect of such request. 


ARTICLE 23 DENUNCIATIONS 


|. After the expiration of five vears from the date of the coming 
into force of this Protocol, a Party may denounce this Protocol by 
depositing with the Secretary-General an instrument in writing. 

2. The denunciation referred to in paragraph 1 of this article shall 
take effect on 1 January of the first year following the date on which 
it has been received by the secretary -General. 


ARTICLE 24 TERMINATION 


This Protocol shall cease to be in force if, as a result of denunciations 
made in accordance with article 23, the list of Parties does not fulfil 
all the conditions laid down in article 21. 


ARTICLE 25 RESERVATIONS 


Save as is expressly provided in article 19 respecting the declarations 
therein permitted and to the extent authorized in article 20 respecting 
territorial application, no Party may make any reservation respecting 
anv of the prov isions of this Protocol. 


ARTICLE 26 COMMUNICATIONS BY THE SECRETARY-GENERAL 


The Secretary-General shall notify to all Members of the United 
Nations and the other States referred to in articles 16 and 18: 

(a) Signatures affixed to this Protocol after the end of the United 
Nations Opium Conference and the deposit of instruments of ratifi- 
cation and accession in accordance with articles 16, 17 and 18; 

(b) Any territory which, in accordance with article 20, has been 
included by a State responsible for its international relations among 
the territories to which this Protocol shall apply; 

(c) The coming into force of this Protocol in accordance with 
article 21; 

(7) Declarations and notifications made in accordance with the 
transitional measures provided for in article 19, the dates of their 
expiration and of their ceasing to be effective; 

(¢) Denunciations made in accordance with article 23; 

(/) Requests for revision of this Protocol made in accordance with 
article 22; and 

(7) The date on which this Protocol shall cease to be in force in 
accordance with article 24. 

This Protocol, of which the Chinese, English, French, Russian and 
Spanish texts are equally authentic, shall be deposited with the 
Secretary-General. The Secretary-General shall send a certified true 
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copy to all Members of the United Nations and to all other States 
referred to in articles 16 and 18 of this Protocol. 


IN WITNESS WHEREOF the undersigned, duly authorized, have 
signed this Protocol in a single copy on behalf of their respective 
Governments. 


New York, this twenty-third day of June one thousand nine 
hundred and fifty-three. 


For Afghanistan: 

For Albania: 

For Argentina: 

For Australia: 

For Austria: 

For the Kingdom of Belgium: 
For Bolivia: 

For Brazil: 

For Bulgaria: 

For the Union of Burma: 

For the Byelorussian Soviet Socialist Republic: 
For Cambodia: 

For Canada: 

For Ceylon: 

For Chile: 

For China: 

For Colombia: 

For Costa Rica: 

For Cuba: 

For Czechoslovakia: 


For Denmark: 
Witu1AM BorBERG 

For the Dominican Republic: 
Joaquin E. SALAZAR 
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For Ecuador: 

Arturo MENESES PALLARES 
For Egypt: 

YEHIA SAMI 


For El Salvador: 
For Ethiopia: 
For Finland: 


For France: [Translation by the Secretariat of the United Nations:] 
For France and the territories of the French Union. 
CHARLES VAILLE 
It is expressly declared that the French Government 
reserves the right, in respect of French establishments in 
India, to apply the transitional measures of article 19 of this 
Protocol, it being understood that the period mentioned in 
paragraph 1, sub-paragraph (b) (iii) of that article shall be 
fifteen years after the coming into effect of this Protocol. 
The French Government likewise reserves the right in 
accordance with the transitional measures of article 19 to 
authorize the export of opium to French establishments in 
India for the same period of time. 
CHARLES VAILLE 
For the Federal Republic of Germany: 
Dr. Hans E. Riesser 
Dr. Hernrich DANNER 
Kor Greece: 
Auexis Kyrovu 


For Guatemala: 
For Haiti: 

For Honduras: 
For Hungary: 
For Ieeland: 


For India ;. 


1. It is hereby expressly declared that the Government of 
India, in accordance with the provisions of Article 19 of this 
Protocol, will permit 

(i) the use of opium for quasi-medical purposes until 
31 December, 1959: 

(ii) the production of opium and the export thereof, 
for quasi-medical purposes, to Pakistan, Ceylon, Aden 
and the French and Portuguese possessions on the sub- 
continent of India for a period of fifteen years from the 
date of the coming into force of this Protocol; and 
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(iii) the smoking of opium, for their life time, by 
addicts not under 21 years of age, registered by the 
appropriate authorities for that purpose on or before 
the 30 September, 1953. 

2. The Government of India expressly reserve to them- 
selves the right to modify this declaration or to make any 
other declaration under Article 19 of this Protocol, at the 
time of the deposit by them of their instrument of ratification. 


E. S. KRISHNAMOORTHY 


For Indonesia: 
For Iran: 

For Iraq: 

For Ireland: 
For Israel: 


For Italy: 
GuERINO ROBERTI 
For Japan: 
Torao UsHiroku 
For the Hashemite Kingdom of Jordan: 


For the Republic of Korea: 
D. Y. NamMKOONG 


For Laos: 
For Lebanon: 
For Liberia: 
For Libya: 


For Liechtenstein: 
A. Linpt 


For the Grand Duchy of Luxembourg: 
For Mexico: 


For Monaco: 
M. PaLMaRro 26 juin 1953 


For Nepal: 
For the Kingdom of the Netherlands: 
For New Zealand: 


For Nicaragua: 
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the Kingdom of Norway: 
Pakistan: 

Panama: 

Paraguay: 

Peru: 


the Philippine Republic: 
EDUARDO QUINTERO 
Meteaurapes IBANEZ 


Poland: 
Portugal: 
Romania: 
San Marino: 
Saudi Arabia: 
Spain: 
Sweden: 


Switzerland: 
A. LInpb1 


Syria: 

Thailand: 

Turkey: 

the Ukrainian Soviet Socialist Republic: 
the Union of South Africa: 


the Union of {Soviet Socialist Republics: 


the United Kingdom of Great Britain and 


J. H. WALKER 

i KK. T. JONES 

the United States of America: 
Harry J. ANSLINGER 


Uruguay: 


Venezuela; 


IN OPIUM 


Northern Ireland: 
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For Viet-Nam: 
TRAN-VAN-KHA 


For Yemen: 


For YUGOSLAVIA: 
DraGan NIKo.i6 24 June 1953 


FINAL ACT OF THE UNITED NATIONS OPIUM 
CONFERENCE 


The United Nations Opium Conference was convened by the 
Secretary-General of the United Nations in conformity with resolution 
436 A (XIV) of the United Nations Economie and Social Council, 
dated 27 May 1952. 

In accordance with the terms of that resolution, States Members 
of the United Nations and non-member States parties to the inter- 
national Conventions concerning narcotic drugs were invited to the 
Conference. Libya, Nepal, the Republic of Korea and Spain were 
also invited to attend the Conference in accordance with the terms of 
resolution 478 (XV) of the Council. Representatives of the special- 
ized agencies, the Permanent Central Board and the Supervisory 
Body were also invited with the same rights and privileges as they 
enjoy at sessions of the Council. 

The Conference was held at United Nations Headquarters, New 
York, from 11 May to 18 June 1953. 

The Governments of the following States were represented at the 
Conference by representatives: 


Belgium Japan 
Burma Lebanon 
Cambodia Liechtenstein 
Canada Mexico 
Chile Monaco 
China Netherlands 
Denmark Pakistan 
Dominican Republic Philippines 
Eeuador Republic of Korea 
Egypt Spain 
France Switzerland 
Federal Republic of Ger- Turkey 
many United Kingdom of Great 
Greece Britain and Northern 
India Ireland 
lran United States of America 
Iraq Vietnam 
Israel Yuvoslavia. 
Italy 


The Governments of the following States were represented at the 
Conference by observers: 


Argentina Indonesia 
Bolivia Sweden 
Costa Rica Thailand. 


Haiti 
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The representatives of the following organizations took part in the 
work of the Conference: 


Permanent Central Board: Mr. Herbert L. May, President of 
the Permanent Central Board. 

Supervisory Body: Col. C. H. L. Sharman, Vice-Chairman of 
the Supervisory Body. 

World Heelth Organization: Dr. M. 3. Ingalls, liaison officer; 
Mrs. S. Meagher, liaison officer. 

In accordance with rules 46 and 47 of the rules of procedure adopted 
by the Conference, the observers and the representatives of the above- 
mentioned organizations participated in the work of the Conference 
without the right to vote. 

The Conference elected as President: 

Dr. Auguste Lindt, Switzerland, 
and as Vice-Presidents: 
Mr. D. M. Johnson, Canada (Alternate: Mr. K. C. Hossick) 
Sr. R. Ortega Masson, Chile; 
Dr. H. Danner, Federal Republic of Germany; 
Mr. E. Krishnamoorthy, India; 
Dr. A. G. Ardalan, Iran; 
Mr. J. H. Walker, United Kingdom of Great Britain and Northern 
Ireland. 

The Conference set up a Business Committee consisting of the 
President and the Vice-Presidents of the Conference. The Chairmen 
of the Committees established by the Conference, who were not among 
the seven officers referred to above, were invited to participate in the 
vroceedings of the Business Committee without vote. 

The Conference established a Main Committee, consisting of repre- 
sentatives of all States participating in the Conference, which elected 
Mr. Charles Vaille, representative of France, as Chairman, and Dr. 
C. L. Hsia, representative of China, and Dr. Cemalettin Or, repre- 
sentative of Turkey, as Vice-Chairmen. The Conference also set up a 
Drafting Committee, which elected Mr. Dragan Nikolic, representa- 
tive of Yugoslavia, as Chairman, and Mr. Robert E. Curran, Q. C., 
member of the Canadian delegation, as Vice-Chairman, and a Cre- 
dentials Committee, which elected Sr. Luciano Joublane Rivas, rep- 
resentative of Mexico, as Chairman. 

The Conference took as the basis of discussion the text of the 
Protocol drawn up by the Secretary-General in accordance with the 
principles adopted by the Commission on Narcotic Drugs at its sixth 
session held from 10 April to 24 May 1951. 

The Conference adopted and opened for signature the Protocol for 
Limiting and Regulating the Cultivation of the Poppy Plant, the 
Production of, International and Wholesale Trade in, and use of 
Opium, annexed to this Final Act; the Conference also adopted the 
resolutions annexed to this Final Act. 

IN WITNESS WHEREOP, the undersigned representatives and ob- 
servers have signed this Final Act, reserving the position of their 
respective governments as regards adhesion to the Protocol. 


Done at New York, this twenty-third day of June, one thousand 
nine hundred and fifty-three, in one copy, in ae Chinese, English, 
French, Russian and Spanish languages, each text being equally 
authentic. This Final Act and the Protocol annexed thereto shall be 


deposited with the Secretary -General of the United Nations who shall 
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send certified true copies thereof to Members of the United Nations 
and to all other States referred to in articles 16 and 18 of the Protocols 

For the Kingdom of Belgium: 

J. WouLBROUN 

Kor the Union of Burma 
U Ba Mauna 
For Cambodia: 
CHARLES VAILLE 
For Canada: 
Davin M. JoHnson 
For Chile: 
RuDECINDO ORTEGA 
For China 
Cuine Lin Hs1a 
For Denmark 
WiitiaM BorBERG 
For the Dominican Republic: 
Joaquin E. SALAZAR 
For Ecuador: 
Arturo MrNrseES PALLARES 
rol Kev pt 
YEHIA SAMI 
For France 
CHARLES VAILLE 
For the Federal Republic of Germany: 
Dr. Hans E. Riesser 
Dr. HernrtcH DANNER 
For Greece: 
ALEXIS Kyrot 
For India: 
E. S. KRIsHNAMOORTHY 


For Iran 


For Iraq: 
N. A. Umar! 
For Israel: 
Mosue Tov 
For Italy: 
GuERINO ROBERTI 
For Japan: 
Torao UsHtroku 
For the Republic of Korea: 
D. Y. NAMKOONG 
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Lebanon: 

HALIM SHEBEA 

Liechtenstein: 

A. Linp1 

\lexico: 

LucIANO JOUBLANC RIvAs 
Monaco: 

M. PALMARO 

the Kinedom of the Netherlands: 
H. JONKI R 

Pakistan: 

V. A. HAMDANI 

the Philippine Republic: 
EDUARDO QUINTERO 
MetauiaApeEs IBANEZ 

Spain: 

R. pE LA PRESILLA 
Switzerland: 

A. Linptr 

Turkey: 

Dr. CEMALETTIN OR 

the United Kingdom of Great Britain and Northern 
J. H. WALKER 

J. K. T. Jones 

the United States of America: 
Harry J. ANSLINGER 
Viet-Nam: 

Puan-Hvuy-Ty 

Yugoslavia: 

DRAGAN NIKOLIC 


OBSERVERS 
Argentina: 


Bolivia: 


Costa Rica: 
RuBEN ES@QuIvVEL 


Haiti: 
Indonesia: 


Sweden: 
Berti, RENBORG 


Thailand: 
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Ireland: 
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The President of the Conference 
A. Linpt 

The Secretary-General of the United Nations: 
Dac HAMMARSKJOLD 

The Executive Secretary of the Conference: 


G. E. Yates 


RESOLUTIONS ADOPTED BY THE UNITED NATIONS 
OPIUM CONFERENCE 


I. THe CONFERENCE, 

Considering the importance of bringing into force with the least 
possible delay the Protocol for Limiting and Regulating the Cultivation 
of the Poppy Plant, the Production of, International and Wholesale 
Trade in, and Use of Opium signed this day and of its adoption and 
implementation by the largest possible number of States, 

Requests the Economic and Social Council and the Secretary- 
General of the United Nations to use their best endeavours to secure: 

(a) The ratification of or accession as soon as possible to the 
Protocol of all Members of the United Nations and of non- 
member States invited, in accordance with the instructions of 
the Council, to participate in the Conference which drew up the 


Protocol and of any other State to which the Secretary-General 
at the request of the Council has sent a copy of the Protocol; 
and 


(6) The implementation so far as may be practicable of the 
provisions of the Protocol by States which have not become 
Parties. 

% 

Il. Tue CONFERENCE 

Declares that the terms ‘‘narcotic substances’, ‘narcotic drugs”’ 
“narcotic alkaloids’ and other similar expressions used in the Protocol 
shall denote the drugs derived from opium which come within the 
provisions of the 1931 Convention. 

II. Tar Conrerence 

Declares that the term ‘‘cultivate’’ as used in the Protocol shall be 
understood to include the meaning of the term “grow’’, and any term 
derived from the term ‘cultivate’ shall be understood to include 


‘ 


the meaning of the corresponding derivative of the term “grow.” 


IV. THe ConrereNce, 

Recalling the provisions of article 4 of the Protocol, 

Declares that it is understood that the control measures therein 
provided do not apply to poppy grown exclusively for ornamental 
purposes. 


V. THe CONFERENCE, 

Recalling the provisions of paragraph 5 of article 7 of the Protocol, 
relating to exports of seized opium under certain circumstances, 

i Suggests that the Permanent Central Board should ordinarily 
permit the export referred to in that paragraph, provided that the 
conditions mentioned therein are fulfilled; and 

2. Declares that no such export may be made or authorized by the 
Party concerned until the Board’s permission has been obtained. 
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Vi. THe ConFERENCE, 
Recalling that the definition of opium in chapter I of the Protocol 
h lenical preparations which are obtained from opium such 
is tincture of opium, laudanum, Dover powder, paregoric, 

D es that it is agreed that Parties to the Protocol shall, in ac- 
cordance with the provisions of article 9 of the Protocol, furnish full 
statistics of the amounts of opium used in the preparation of galenical 


( ies on 


preparations, which are included among the opium preparations re- 
ferred to in sub-paragraph (a) (ii) of paragraph 1 of article 9 

VII. THe CoNnFrereENceE, 

Decla 
means the twelve months from 1 January to 31 December 

VIIL. Toe Conrerenci 

(07 sidering that international supervision over opium production 
and trade based on statistics supplied by Parties to the Protocol is an 
essential element of the limitation and regulation of opium as pro- 
Vici d in the Protocol, 

Declares that the Permanent Central Board, which, under articles 

ie Protocol, has the duty of preseribing the forms in ac- 


res that wherever the term ‘‘year’’ is used in the Protocol, it 


I 
S and 9 of tl 
cordance with which estimates and statistics are to be furnished, has 
thus authority to require that estimates and statistics be furnished 
with an indication of the moisture content of the opium referred te 


IX. THe CONFERENCE, 

Recall ng the provisions of article 11 of the Protocol, coneernine 
al LQ uULry by the Permanent Central Board, 

Declare that it is understood that the Board will cause a local 
inquiry to be made only as it may appear necessary for the elucidation 
of the situation in any country or territory as regards the observance 
of important provisions of the Protocol or where there is reason to 


believe that a gravely unsatis 


X. Tue ConFERENCE. 
Recalling that, under The Hague Opium Convention of 1912, the 


¢ 


actory opium situation exists 


Geneva Opium Agreement of 1925 and the Bangkok Opium Agree- 
ment of 1931, the two latter as amended by the Protocol of 11 Decem- 
ber 1946, the Parties to these instruments have undertaken to bring 
about the suppression of the manufacture, internal trade in and use 
of the prepared opium and of opium smoking, 

Declares that nothing in the Protocol, and, in particular, neither the 
inclusion of prepared opium in the definition of opium, nor the presence 
of the transitional measures in article 19 may be interpreted as affecting 
the obligation of the States concerned to suppress finally and com- 
pletely, with the least possible delay, the use of prepared oprum and 
opium smoking 


XI. Tut ConrereENce, 

Recalling the transitional measures under article 19 of the Protocol 
regarding the use of opium for quasi-imedical purposes, 

Declares that the use of opium for quasi-medical purposes shall, for 
the application of the Protocol, denote the use of opium without 
medical aid for relief of pain other than that caused by addiction to 
opium or to other narcotic drugs, but shall not include: 

a) The use of opium dispensed in accordance with the provi- 
sions of article 9 of the 1925 Convention; 
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(b) The use of drugs containing opium and exempted under 
article 8 of the 1925 Convention: and 
(c) Opium smoking. 
XII. THe Conrerence, 
Recalling the transitional measures under article 19 of the Protocol 
regarding the use of opium for quasi-medical pu rposes 
Notwithstanding the maximum period permitted in that articl 
the abolition of the use of opium for unis aan teste. 
1. Appeals urgently to the Parties making declarations under 
19 to abolish, as soon as possible, the use of opium for s 
and 


article 
uch purposes; 
Declares that nothing contained in article 19 should be reearded 
as implying permission to relax any restriction already imposed by 
these Parties in this respect. 


XIII. Tor Conrerence, 

Recalling the transitional measures referred to in article 19 regarding 
the use of opium for quasi-medical purposes 

Declares that stocks of opium held by retail vendors licensed to 
sell opium issued to them by the compet nt government authorities 
for use for quasi-medical purposes, in accordance with the rules and 


regulations in force governing such use, shall not be considered 


( 


forming part of “stocks” as defined in article 1 of the Protoco 

XIV. THe Conrerenct 

Recalling that the model codes for the application of the 1925 and 
1931 Conventions (League of Nations document C.774.1.365.1932.X1 


ns 


were of considerable value to a number of governments as a guide in 
framing legislative and administrative measures for the application 
of the Conventions in their territories, 

1. Recommends that a similar code should be drawn up and should 
be circulated to governments with a request that they should be 
guided as far as possible by the code in framing the nec ssary legis- 
lative and administrative measures for the application in their 
territories of the Protocol; 

2. Requests the Economic and Social Council to ask the Commission 
on Narcotic Drugs to prepare such a code. 

XV. THe Conrerenc 

Recalling that the Economie and Social Council approved the pro- 
posal of the Commission on Narcotic Drugs that for the purposes of 
the Protocol only the countries which exported opium in the year 1950 
should be pe rmitted to e xport opium, 

Considering that the limitation of the number of countries producing 
opium for export is necessary in order to limit the production of 
opium, 

Tlaving therefore decided to adopt the principle of limiting’ such 
countries - to give effect thereto in the Protocol by limiting to 
Bulgaria, Greece, India, Iran, Turkey, the Union of Soviet Socialist 
Republics and Yugoslavia the right to export opium, provided that 
these countries become Parties to the Protocol, 

Deeming it desirable that the international trade in opium should 
be as unrestricted as is compatible with an effective limitation of the 
production of opium, 

Recommends that Parties should take all appropriate steps to 
prevent restrictive business practices (such as price-fixing, allocation 
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or limitation of production or markets, and price discrimination) 
that would interfere with the normal international trade in opium 
for medical and scientific purposes at fair and reasonable prices, 
terms and conditions, and that if an inter-governmental body or 
agency should be established with competence to deal with such 
restrictive business practices, Parties should refer matters involving 
such practices to that body or agency 

XVI. Tue ConrerENce, 

Recalling that restrictions on the freedom of activity of States are 
necessary in the international trade in opium in order to combat the 
illicit traflie and to protect humanity against the danger of addiction, 

Declares, nevertheless, that restrictions in the international trade 
in opium, contained in the Protocol, shall not be considered as a prece- 
dent for restrictions of the freedom of activity in international trade. 

XVII. THe Conrerence, 

Having regard to the functions and responsibilities exercised by the 
United Nations in the international control of narcotic drugs, and 

Considering that the arrangements established in the Protocol fall 
within the framework of the United Nations, 

1. Invites the Economic and Social Council to recommend to the 
General Assembly: 

i) To approve the assumption of the functions and responsi- 
bilities attributed by the Protocol to organs of the United Na- 
tions; and 

(ii) To inelude the Protocol among the international imstru- 
ments relating to the control of narcotic drugs for the purpose of 
assessment, in accordance with resolution 455 (V) of the General 
Assembly, of Parties non-members of the United Nations of 
their fair share of the expenses borne by the United Nations in 
connexion with those instruments; and 

2. Invites the Economic and Social Council to propose the inclusion 
of this item in the provisional agenda of the eighth session of the 
General Assembly. 

Certified true Copy 

For the Secretary-Ge neral: 

C,. A. STAVROPOULOS 
Principal Director in charge of the Legal Department. 





Unclassified 
EXCERPT FROM REPORT OF THE UNITED STATES DELE- 
GATION ON THE WORK OF THE UNITED NATIONS 
OPIUM CONFERENCE 
May 11 To Junz 18, 1953 
At Unitep Nations Heap@uarters, New YorkK 
i, Background. 


The United States for more than forty years has adhered to the 
policy that the production of opium should be limited strictly to the 
world’s medical and scientific needs. At all international conferences 
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relating to narcotics strong efforts have been made by the Represent- 
atives of the United States to achieve this result through international 
action. 

The limitation of the manufacture and the regulation of the distribu- 
tion of narcotics were brought about in an international convention 
signed on July 13, 1931 at Geneva. Control is effected by a system of 
estimates of narcotics requirements and statistical returns covering 
amounts imported and exported, manufactured, consumed, confis- 
cated, converted into other substances and used in compounding 
preparations. A board of four members called the Supervisory Body 
set up in the 1931 Convention passes on the estimates and publishes 
them each year in December for the guidance of all States and terri- 
tories. The Permanent Central Board, a control body established by 
the Convention of 1925, informs all Parties in the event that a Party 
imports narcotics beyond its estimates and recommends that no 
further shipments be made to that Party until it submits supple- 
mentary estimates for the year in question. This convention has 
been remarkably effective in controlling manufactured narcotics. 
Even non-parties feel the force of its provisions, for it authorizes the 
Supervisory Body to fix estimates for countries that are not parties 
and which fail to submit estimates of their requirements. 

The time has arrived to extend as far as possible to raw opium and 
opium poppies the provisions of the 1931 Convention. There are 
several million of drug addicts in the world who are victims of opium 
poisoning. A concerted effort must be made to eradicate this evil 
which is a blot on our civilization. The adverse economic and social 
effects of the abuse of opium are so extensive that they can be com- 
bated only by the cooperation of all States. Surplus opium beyond 
medical and scientific needs is recognized as being at the root of drug 
addiction. We must take measures to ensure that no surplus is 
permitted to exist. 

The position of the United States was clearly set forth in House 
Joint Resolution 241, approved by the President on July 1, 1944, 
pursuant to which the United States Government urged all poppy 
growing nations to enter into an international agreement to reduce the 
production of opium to the medical and scientific needs of the world. 

In 1947 on the proposal of the United States Representative, the 
Commission on Narcotic Drugs recommended to the Economic and 
Social Council of the United Nations that it adopt a resolution 
instructing the Secretary General to undertake the drafting of a new 
single Convention including provisions relating to the limitation of the 
production of narcotic raw materials (Resolution 159 D VII). Pend- 
ing the adoption of such an international convention it was decided to 
try to reach an interim agreement limiting the production and export 
of opium. <A number of meetings of representatives of the opium 
producing and drug manufacturing countries were held at Ankara and 
Geneva during which a plan was introduce ‘d for the reorganization of 
the trade in opium and its transformation into an international 
monopoly. Agreement was not reached on the principles of the basic 
price of opium, inspection, competition from poppy straw, and manu- 
facture of opium alkaloids in countries that produced opium. 

The deadlock was broken by the representative of France who 
submitted to the Commission a draft protocol relating to the limitation 
of the production of opium based on the principles of the 1931 Con- 
vention. It was decided not to resume discussion of the opium mo- 
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nopoly and the French draft was forwarded to Governments by the 
Secretary General for their observations in accordance with resolution 
395 B XIII of the Economie and Social Council. The Council on 
May 27, 1952, also adopted resolution 436 A XIV to convene an 
international conference to adopt a protocol relating to the limitation 
of the production of opium, preferably after the eighth session of the 
Commission on Narcotic Drugs and to invite to the Conference Gov- 
ernments of States members of the United Nations, Governments of 
non-member States parties to the international treaties on narcotics 
and the representatives of the Specialized Agencies. The resolution 
also requested the Secretary General to prepare provisional rules of 
procedure for the conference, to ask Governments to submit before 
December 1, 1952, their observations on the present draft protocol, 
together with such textual amendments as they thought fit to propose, 
and to transmit them to all States invited to the Conference not less 
than six weeks before the opening of the conference. The Council 
decided to set provisionally May 11, 1953, as the opening date of the 
Conference and June 19 as the closing date. 


9 Lae nda 


The Conference, which met at 3:00 p.m. on May 11, 1953, in Con- 
ference Room 8 at Headquarters of the United Nations, had before 
it the following agenda: 

1. Opening of the Conference by the Secretary General. 
2. Election of the President 

Adoption of the rules of procedure (E/CONF.14 

t. Appointment of the Credentials Committee. 

5. Election ot the Vice Presidents. 

{) Conside ration of the draft protocol for reculatin yr the produc- 
tion of, international and wholesale trade in, and use of 
opium (E/2186 


7 Adoption of the Final Act. 
a. Last of Count? ¢ 
\ list of the States having representatives at the Conference 


follows 


Belgium ltaly 
Burma Japan 
Cambodia Re public of Korea 
Canada Lebanon 
Chile Liechtenstein 
( hina \Mexico 
Denmark Monaco 
Dominican Republic Netherlands 
iD dot Pakistan 
iD Vp Phi ppines 
France Spain 
ie Republic of Ger- Switzerland 
many Turkey 
Greece United Kingdom of Great Britain 
India and Northern Treland 
[rar United States of America 
[rac Vietnam 
Israel Yugoslavia 





| 
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Libya, Nepal, the Republic of Korea and Spain were invited to 
attend the Conference in accordance with the terms of the Council’s 
resolution. 478 (XI). 

In addition Argentina, Bolivia, Costa Rica, Haiti, Indonesia, 
Sweden and Thailand were represented by observers 

Representatives of the Permanent Central Board the Supervisory 
Body and the World Health Organization took part in the work of 
the Conference 
4. United States Delegation. 

The members of the United States Delegation were the Honorable 
Harry J. Anslinger, Commissioner of Narcotics, Department of the 
Treasury and United States Representative on the United Nations 
Commission on Narcotic Drugs, Delegate; Mr. Alfred L. Tennyson, 
Bureau of Narcotics, Department of the Treasury, Alternate Delegate; 
and Mr. George A. Morlo« k, Office of the United Nations Economie 
and Social Affairs, Department of State, Adviser. 

5. Organ ization of the (" nf rence. 

Mr. Dag Hammerskjold, Secretary General of the United Nations, 
opened the conference. He explained that the Conference had been 
convened under the provisions of Articles 1 and 62 of the Charter 
of the United Nations in an effort to solve the problem of drug addic- 
tion which had economic, social and humanitarian aspects. The 
immediate problem was to strengthen present controls w hich were in- 
complete as regards opium and poppy straw. The task of the Con- 
ference would be to limit as far as possible the use of opium to medica! 
and scientific needs, thus reducing production from some 
to 500 tons per annum. Later, measures would be taken to limit the 
production of coco leaves and cannabis sativa. 

On nomination by the Representative of the United Kinedom. 
supported by the R ' 


2.000 tons 


epresentative of Yugoslavia, Mr. Auguste R 
Lindt (Switzerland), was elected President of the Conference by 
acclamation 

The rules of procedure, drafted 4 
adopted proy isionally on the suggestion of the President 

A Credentials Committee composed of Japan, Mexico, Pakistan, 
Netherlands and Turkey was appointed by the Chair. This Commit- 
tee elected Mr. Joublane-Rivas (Mexico) as its Chairman. 

The Representatives of Canada, Chile, India, Iran, the Federal 
Republic of Germany and the United Kingdom were elected Vice 
Presidents of the Conference by acclamation, 

The Conference set up a Main Committee, consisting of the Repre- 
sentatives of all States taking part in the Conference. This Com- 
mittee elected Mr. Charles Vaille (France) as Chairman and Dr. 
C. L. Hsia (China) and Dr. Cemalettin Or (Turkey) as Vice Chairmen. 

A Drafting Committee was established which elected Mr. Dragan 
Nikolic (Yugoslavia) as Chairman and Mr. Robert E. Curran, Q. C 
(Canada) as Vice Chairman. 

In order to limit the scope of the discussions, a resolution sponsored 
by the Representatives of the United States, France, Greece, Mexico, 
Turkey and the United Kingdom was adopted, reading as follows: 

“The United Nations Opium Conference, 

“Keeping in mind the letter and the spirit of resolution 436 A XIV 
of the Economic and Social Council, on the basis of which it has been 
convened by the Secretary General, 


1 . ; 
by the Secretary General were 
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‘Resolves to limit its consideration and discussion to the general 
plan and principles of the draft Protocol for Regulating the Produc- 
tion of, International and wholesale trade in, and use of opium, and 
to the draft Protocol itself, as set forth in the annex to document 
/2186 of March 14, 1952 
6. Work of the Committees. 

ibeommittee No. 1 of the Main Committee, under the Chairman- 

ship of Mr. John Walker (United Kingdom) considered matters of 
principle which were difficult to work out in the Main Committee. 
It held nine meetings and made recommendations and suggestions 
to the Main Committee on definitions of the words ‘Territory’’, 
“import” and “export’’, on the control of poppy straw, on the Boards 
giving account in their annual reports of the application of the Proto- 
col, on article 8 regarding estimates and on article 9 eee statisti- 
cal reports. It favored the reporting of changes in military stocks 
and made recommendations on the question of reserva icaa under 
article 19. 

The Drafting Committee reviewed every article in the protocol and 

ery paragraph in the Final Act and was responsible for putting the 
P te in legal language. Nearly all of its recommendations were 
ree by the Main Committee. 

The President of the Conference and the Vice Presidents constituted 
the Business Committee for planning the work of the Conference. 


7 ( onclusions. 


The Conference adopted, by a vote of 27 to 0 with 2 abste ntions, 
and opened for signature on June 23 and before December 31, 1953 
the Protocol for Limiting and Regulating the Cultivation of the 
Poppy Plant, the Production of, International and Wholesale Trade 
in, and Use of Opium which is annexed to the Final Act. The Con- 
ference also adopted by a vote of 28 to 0, with one abstention the 
resolution annexed to the Final Act. 

The more important of the provisions in the Protocol are sum- 
marized below: 

Raw opium, medicinal opium and prepared opium are subject to 
the control mexsures of the Protocol. 

The use of opium is limited exclusively to medical and scientific 
needs 

States producing opium are obligated to establish Government agen- 
cies Which shall control the production, use and trade in opium and 
limit the area to be cultivated. 

Parties producing poppy straw must enact laws ensuring that opium 
is not produced Be n such poppies. 

Exporters shall be Bulgaria, Greece, India, Iran, Turkey, The Union 
of Soviet Socialist Republics and Yugoslavia. Imports are restricted 
to opium produced in those States. 

Opium seized in the illicit traffie shall be destroyed, but a Party 
that is neither a producer nor manufacturer may on permission of the 
Board export the seized opium in exchange for opium alkaloids. 
Estimates of opium requirements shall be submitted to the Board. 

Statistics must be submitted to the Board on the area devoted to 
poppy cultivation, amounts consumed and manufactured, seized, 
etl cetera. 

Parties are required to present an annual report on the effectiveness 
of the Protocol 
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The Board is authorized to k« ep a close watch over traffic in opium, 
to request information and explanations, to make public staten 


t 


ents 1n 
regard to a Party that is failing to carry out the provisions of the 
Protocol and to recommend or impose an import and export embargo 
on a Party that is a center of illicit traffic and is a danger to neighboring 
countries. Provision is made for appeal from imposition of an 
embargo to a Committee of three impartial persons of judicial training 
appointed by the President of the International Court of Justice. 

The Board is also authorized to take the measures in Chapter IV in 
respect of States not Parties to the Protocol. 

A Party may at time of signature of the Protocol permit use of opium 
for quasi-medical purposes, provided that on January 1, 1950, such use 
was traditional, and the Party undertakes to abolish within a period 
specified at the time of declaration, but not beyond 15 years after 
coming into effect of the Protocol, the use, production, import and 
export of opium for cpg medical purposes. 

A Party may also, if it makes a declaration to this effect at the time 
of signing the P poteeud permit smoking of opium by addicts not under 
21, registered for such purpose before September 30, 1953, provided 
that on January 1, 1950, opium smoking was permitted by the Party 
concerned. 

Article 20 of the Protocol provides that the Protocol shall apply to 
all the non-self governing, trust, colonial and other non-metropolitan 
territories for the international relations of which any Party is responsi- 
ble, except where the previous consent of a non-metropolitan territory 
is required by the conditions of the Party or of the non-metropolitan 
territory or required by Custom. 

Stocks of opium held on December 31 of any year shall be limited in 
respect of producing, manufacturing and consuming countries, in 
accordance with article 5 of the Protocol. 

The United Nations Opium Conference adopted fifteen resolutions 
containing recommendations and suggestions on a number of subjects. 
Three of them suggested action by the Economic and Social Council, 
as follows: 

Resolution No. 1 requests the Economic and Social Council and the 
Secretary General of the United Nations to secure the ratification of 
the Protocol by all States invited to perticipate in the Conference. 

Resolution No. 14 requests the Council to ask the Commission on 
Narcotic Drugs to prepare a model code similar to those for the appli- 
cation of the Conventions of 1925 and 1931 which were of consider: ble 
value to a number of Governments as a guide for framing legislative 
and administrative measures. 

Resolution No. 17 requests the Economie and Social Couneil to 
recommend to the General Assembly that it approve the assumption 
of the functions and responsibilities attributed by the Protocol to 
organs of the United Nations, to include the Protocol among the 
international instruments relating to the control of narcotic drugs for 
the purpose of assessment, in accordance with resolution 455 (V) of the 
General Assembly, and to oe that _ cost of appeals from an 
embargo imposed by the Board be borne by the appellants or to be 
divided equi ally between the appe 1! ants and the United Nations 

The present Protocol is an interim agreement. It is hoped to pursue 
to a successful conclusion work already started on the Single Conven- 
tion which will include provisions for the control of the narcotic raw 
materials—opium, the coca leaf and cannabis sativa. This subject is 
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on the priorities program of the Commission on Narcotic Drugs. 
When the time is ripe for convening the Conference to draft the Single 
Convention, it is recommended that the United States participate 
therein and take a leading part in drawing up the convention. 

The Protocol represents a step forward in the narcotics control 
system. It will limit and reduce the production of opium. For the 
first time statistics will be required covering the trade in this drug. 
The requirement that estimates of needs of opium be submitted to 
the Board will provide the means that will enable the Board to watch 
over production in the producing States. The Protocol will lessen 
the quantity of opium available in the illicit traffic to the benefit of 
several million of opium addicts. The countries that stand to benefit 
most will be the United States, Canada, Egypt, France, Italy and 
the Philippines, which at present are victims of overproduction of the 
opium poppy. The fact that the Permanent Central Board is given 
authority to impose an import and export embargo on a country that 
is not complying with the Protocol and is becoming the center of 
illicit traffie will serve as a check on producing countries. 

The United States will implement the Protocol by new legislation, 
if necessary to do so. The Opium Poppy Control Act of 1942, as 
present legislation, would represent an important part of implemen- 
tation of this Protocol by ee 

The Protocol contains nearly all of the provisions desired by the 
United States jclianiien, The Delegation obtained the provision 
in article 2 that ‘“‘*The Parties shall limit the use of opium exclusively 
to medical and scientific needs,’ which is of great importance. 

Greece was permitted by the Conference to become an exporter, 
against the wishes of the United States. However, the United States 
succeeded in preserving the principle of free trade and in keeping the 
number of exporters to seven. 

The Conference voted to allow the opium-eating countries to con- 
tinue to use opium for that purpose for not more than fifteen years. 
The United States had hoped that a shorter period would have been 
stipulated 

The countries permitting opium smoking on or before January 1, 
1950, will also be allowed to sell to registered addicts not under 21 
registered before September 30, 1953, until present addicts die. This 
provision was not entirely satisfactory to the United States, but it 
was the best provision that could be obtained. 

The United States Delegation is satisfied with the enforcement 
measures written into article 12 which put ‘‘teeth” in the convention 
by authorizing the Board to impose an embargo on a State which is 
becoming a danger to neighboring States. They are along the lines 
desired by the United States including the principle of appeal from 
a decision of the Board to impose an embargo, which is authorized. 

Provision is made for not disclosing the size of military stocks. 
This is pleasing to the United States Delegation. 
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As of July 1, 1953, representatives of the following States had 
signed the Protocol: 


Denmark Republic of Korea 

Dominican Republic Liechtenstein 

Ecuador Monaco 

Egypt Philippines 

France Switzerland 

Federal Republic of Ger- United Kingdom of Great Britain 
many and Northern Ireland 

Greece United States of America 

India Vietnam 

Italy Yugoslavia 

Japan 


This Protocol will come into force when 25 States become Parties 
thereto including three producing States and three drug manufactur- 
ing States. 

The Final Act was signed by representatives or observers of the 
following 34 States: Belgium, Burma, Cambodia, Chile, China, Costa 
Rica, Denmark, Dominican Republic, Ecuador, Egypt, France, Fed- 
eral Republic of Germany, Greece, India, Iraq, Israel, Italy, Japan, 
Republic of Korea, Lebanon, Liechtenstein, Mexico, Monaco, Nether- 
lands, Pakistan, Philippines, Spain, Sweden, Switzerland, Turkey, 
United Kingdom of Great Britain and Northern Ireland, United 
States of America, Vietnam, and Yugoslavia. 
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May 7, 1954. Convention 
was removed the re from 
mittal and all accompanying pape! 


Relations and ordered to be printed 


TH! rl E, May 7, 1954 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, 1 transmit herewith the convention between the United 
States of America and Japan for the avoidance of double taxation and 
the prevention of fiscal evasion with respect to taxes on income, signed 
at Washington on April 16, 1954. 

I also transmit for the information of the Senate the report by the 
Acting Secretary of State with respect to the convention and the copy 
of each of the notes and the memorandum referred to in and enclosed 
with that report. The convention has the approval of the Department 
of State and the Department of the Treasury. 

Dwienut D. EisENHOWER 

(Enclosures: (1) Report by the Acting Secretary of State; (2) 
convention between the United States and Japan relating to taxes on 
income; (3) copy of each of two notes, with accompanying mem- 
orandum. ) 
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DEPARTMENT OF STATE, 
a Washington, May 4, 1954. 
The PrResIpDENT, 
The White House. 

The undersigned, the Acting Secretary of State, has the honor to 
lay before the President, with a view to its transmission to the Senate 
to receive the advice and consent of that body to ratification, if the 
President approve thereof, a convention between the United States of 
America and Japan for the avoidance of double taxation and the 
prevention of fiscal evasion with respect to taxes on income, signed 
at Washington on April 16, 1954. 

There is enclosed also, for information, a copy of each of two notes 
exchanged on April 16, 1954, between the Ambassador of Japan in 
Washington and the Acting Secretary of State, relating to the applica- 
tion of certain provisions of the convention. 

This convention, together with one relating to taxes on estates, 
inheritances, and gifts, was formulated over a period of several years 
as a result of technical discussions between representatives of this 
Government and representatives of the Government of Japan. The 
signing of the conventions was the culmination of an effort to deter- 
mine the bases of igreement for the purpose of eliminating double 
taxation, as far as practicable, and establishing certain procedures 
for mutual administrative cooperation. 

The Department of State and the Department of the Treasury 
cooperated in the negotiation of the enclosed convention, after public 
announcement. It has the approval of both Departments. 

The income-tax convention with Japan, if and when brought into 
force, will establish, in the mutual interest of the two countries and 
of considerable benefit to taxpayers, a satisfactory basis for achieving 
objectives essentially the same as those of income-tax conventions 
now in force between the United States and numerous other coun- 
tries. In matters of principle and substance, the provisions of the 
convention with Japan relating to taxes on income are consistent 
with, if not identical to, provisions in one or more of the existing 
income-tax conventions of the United States, including those with 
Australia, Belgium, Canada, Denmark, Finland, France, Greece, 
Ireland, the Netherlands, New Zealand, Norway, Sweden, Switzer- 
land, the Union of South Africa, and the United Kingdom. 

The imposition and collection of taxes upon the same income by 
both the United States and a foreign country may, and often do, 
result in double taxation of a severe character. An income-tax 
convention is an important and practical step toward removing this 
undesirable impediment to international trade and economic develop- 
ment. The negotiation and conclusion of conventions to give relief 
from such double taxation have been strongly supported by both 
the taxpayers and the tax authorities. The provisions of the con- 
vention with Japan are believed to be in harmony with the policies 
expressed by the Senate in approving tax conventions. 

The principal features and objectives of the income-tax convention 
with Japan may be summarized as follows: 

Article I describes the taxes which are the subject of the convention. 
In the case of the United States the convention applies only to the Fed- 
eral income taxes, including surtaxes, and does not apply to taxes 
imposed by the several States of the United States, the District of 
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Columbia, or the Territories or possessions of the United States. In 
the case of Japan the convention applies, correspondingly, to the 
“income tax and the corporation tax.”’ 

Article II contains definitions of numerous terms or expressions 
found in the convention, with a provision that in applying the pro- 
visions of the convention any term not otherwise defined shall, unless 
the context otherwise requires, have the meaning which that term has 
under the tax laws of the country imposing the tax. As usual in the 
tax conventions, there is a comprehensive definition of “permanent 
establishment.”’ 

Articles III and 1V embody principles affecting the determination 
of amount, and affecting the taxation, of business income derived by 
enterprises of one country from sources within the other country. 

Article II] provides, on a reciprocal basis, that the business income 
(“industrial or commercial”’ profits) of a Japanese enterprise will be 
subjected to taxation by the United States only if such enterprise 
has a permanent establishment in this country. The provisions are, 
in this respect, like the corresponding provisions in other income-tax 
conventions of the United States. They have no application, for 
example, to investment income or income arising from rendition of 
personal services. 

Article 1V authorizes the allocation of business income as between 
the two countries, in accordance with the principle in section 45 of 
the Internal Revenue Code affecting the adjustment of accounts as 
between interlocking businesses, in order that a reasonable tax basis 
may be allocated to each of the countries. 

Articles V to XII, inclusive, and XV, contain provisions relating 
to reciprocal exemption from taxation, on certain conditions, of speci- 
fied items of income derived from sources within one country by 
residents or corporations of the other country. 

Article V, relating to reciprocal exemption from taxation of profits 
from the operation of ships or aircraft, is consistent with the principle 
embodied in section 212 (b) and 321 (d) of the Internal Revenue Code, 
as amended, and applies only to business income from such operations, 
having no application to corporate dividends. So far as aircraft- 
operating profits are concerned, the provisions represent an important 
concession by Japan to the United States, because at this time Japan 
has no commercial aircraft touching United States territory while 
American aircraft operate extensively in Japan. 

Article VI relates to exemption from taxation in excess of 15 percent 
with respect to interest received from sources within the taxing coun- 
try, provided the recipient of the interest does not have a permanent 
establishment in such country. 

Article VII relates to reciprocal exemption from taxation in excess 
of 15 percent with respect to royalties for the right to use copyrights, 
artistic and scientific works, patents, designs, secret processes and 
formulae, trade-marks and similar property, including royalties and 
rentals in respect of motion picture films or for the use of industrial, 
commercial, or scientific equipment. 

Article VIII relates to the taxation of income from real property 
and royalties in respect of the operation of mines, quarries or other 
natural resources; it is provided that a resident or corporation of one 
of the countries deriving such income or royalties from sources within 
the other country may elect to be subject te the tax of such other 








} CONVENTION WITH JAPAN RELATING TO TAXES ON INCOME 


country on a net basis as if he or it had a permanent establishment 
therein. Corresponding provisions are in tax conventions of the 
United States with other countries. 

Article IX provides that an individual who is a resident of one 
of the countries shall be exempt from the tax of the other country 
upon compensation for labor or personal services, including practice 
of liberal professions, performed in such other country in any taxable 
year if he is temporarily present in such other country (a) for not 
over 180 days during such taxable year and the services are performed 
as an officer or employee of a resident or corporation of the country 
of the individual’s residence, or (6) for not over 90 days during such 
taxable year and the compensation does not exceed $3,000 or the 
Japanese equivalent thereof. These provisions are particularly advan- 
tageous to American business interests. 

Article X contains the provisions regarding exemption from taxa- 
tion of government salaries, wages, and similar compensation. The 
exemption from United States tax extends to Japanese nationals 
and the exemption from Japanese tax extends to United States 
citizens. The exemption extends to individuals having dual nation- 
ality, but does not extend on the United States side to the immigrant 
within the United States while he occupies that status, conforming 
in this respect to the intent of the McCarran Act. If such immigrant 
becomes a United States citizen, but retains dual nationality, a rare 
situation, the exemption will extend to that individual. On the 
Japanese side, the term ‘‘admitted to Japan for permanent residence 
therein”? has a specific meaning under Japanese law, but has little 
practical effect since all except a very small number of United States 
citizens in Japan are in the category of individuals who will be entitled 
to the exemption from Japanese tax. ‘There are many Americans 
in Japan employed by or in the service of the United States. 

Article XI contains the provisions relating to exemption from taxa- 
tion, on certain conditions, with respect to the remuneration of pro- 
fessors and teachers of one country temporarily visiting the other 
country for the purpose of teaching. 

Article III contains the provisions relating to exemption from 
taxation with respect to (a) remittances received by students, 
(6) grants, allowances, or awards, not including compensation for 
personal services, received by a resident of one country from a 
religious, charitable, scientific, literary, or educational organization 
of such country while temporarily present in the other country, and 
(c) compensation, if not over $6,000 or the Japanese equivalent 
thereof, paid to a resident of one country who is temporarily present 
in the other country for not over 1 year solely to acquire technical, 
professional, or business experience from a person other than the 
enterprise or organization paying such compensation. This article 
is a liberalized version of the provision regarding students and _ busi- 
ness apprentices found in all tax conventions to which the United 
States is a party. It is designed to minimize an administrative 
problem which has caused considerable embarrassment to the United 
States. 

Article XIII does not relate to specific exemptions but lays down 
rules for the determination of the sources of certain types of income, 
including dividends, interest, income from the purchase and sale of 
personal property and from the sale of goods manufactured in whole 
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or in part by the taxpayer, Income trom real property and royalties 


Mh respect of the operation Ol mines, quarries, Ol other natural reé- 





sources, compensation ior labo or personal servi , and royalties for 
using or for the mght to use patents, copy hts, designs, trade- 
marks, and like property. The provisions of this artic will be es- 
pecially helpful In coping with certam yblems a ising | marily 
in the case of | l ited States t anks W ith branches WU Hal ii! I | the 
most part the provisions are consistent with the pt ne!) reflected 
in section 1190 of the Interna Revenue Code 

Article X\ relates to the tax e ecmiptiol Yt organizations operated 
exclusively ior religious charitable, scie Lil rv. or edueat | 
purposes. it does not change the ta iaws i this respect it is pro- 
videa. that such organizations organized Une faupale i2h\ Shall pe 
exempt from United States ta ‘to the extent and l tt condal 
tions provided in the United States Internal Reve e Code.” There 
is a reciprocal provision In | ird to Japanese taxation ol §s ch oO 
ganizations organized undel the laws OL the United Stat 

Articles XIV and NVI contam provisions rela ing allowance ol 
eredits for toreign taxes Lidl 

Article XIAN nboad in ) ic oO U7 : Ss 
LAX ¢ t as expresset ( I i I 
SUDS rule | ) ] \ 
ai) i “ > 
a \ il } 1 ~ ( ) i ~ 
all \ i u l ti ‘ \ 1\ es 
I \ ne taxation ol « iT 5 ( ( 
corporat of the Unite om a » 
as the J ese tax lInposes it ot W } 
dividend is paid s deemed der Japanest x laws to hav peen 
imposed on a recipient of the ai a (| \ le ALY has two 1 ul 
features: (1) A shareholder m a Japanese Ol ve i be 
allowed a credit against { nited States ti or 29) pel! nt of the amount 
of any dividend received by him from such corporatiot 2) interest 
paid by an American corporation having a branch sapan to another 
American corporation (probably a bank) with respect to a loan em- 


ployed in the business of the bran h in Japan would be regarded as 
interest arising from sources in Japan. Article XIV reserves the right 
of each country to continue to tax its own residents and corporations 
(also citizens, so far as the United States is concerned) as though the 
convention had not come into effect. 

Article XVI provides, in the case of a resident o! Japan who is a 
nonresident of the United States, other than an officer or emplovee 
of the Japanese Government, ior an additional credit against net 
income, subject to conditions prescribed in section 25 of the Internal 
Revenue Code as in effect on January 1, 1954, for the spouse and 
ach child with the taxpaver in the United States at any time during 
the taxable year. In other words, this article allows, in the case of a 
resident of Japan who is living in the United States performing per- 
sonal services in this country, a credit against United States tax for 
each of his dependents living with him, subject to certain limitations 
and exceptions. For purposes of Japanese tax, on the other hand, 
Article XVI provides that in the case of a United States citizen who 
is a resident of Japan the same exemptions for dependents shall be 
allowed as those granted to a Japanese national who is a resident of 
Japan. 
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Article XVII establishes a svstem of reciprocal administrative 
cooper: ition between the competent al horities of the two countries, 
specifying the conditions under which information may be exchanged 
to facilitate administration in cases involvine taxes to which the 
convention relates. It is provided that the information exchanged 
shall be diss lose d only to tI ose W ho are concerned W ith tl e assessment 
and collec tion of the tax, or the determination of appeals in relation 


thereto rthermore, no information shall be exchanged whicl 
would dis¢ ee any trade, business, industrial or professional secret or 
any trade process. It is provid din paragraph (2) that each country 
MAaV assist mM the collection of taxes imposed by the other country to 
the extent necessary to ensure that the credit or any other benefit 


granted under the convention shall not be enjoyed by persons not 
entitled to such benefits. 

Article XVIII contains the provisions regarding action to be taken 
respecting claims lodged by taxpayers. Where it appears that action 
of the tax authorities of either country has resulted or will result in 
double taxation con "%y to the prov isions of the convention, the 
taxpayer may nen | o the government of the country of which he 
is a national or resident or, if a corporation, the country in which 
created or cm teak, If the contention is upheld, the competent 
authority of the country to which the appeal is addressed will under- 
take to come to an agreement with the competent authorities of the 
other country in order to correct the situation. 

Article XIX provides (a) that the convention shall not affect the 
right of diplomatic and consular officers to other or additional exemp- 
tions; (6) that the convention shall not restrict any exemption, deduc- 
tion, credit or other allowance accorded by the laws of either country 
in determining its tax; (¢c) that the competent authorities of the two 
countries may settle by mutual agreement any difficulty or doubt as 
to interpretation or application of the convention; and (d) that the 
competent authorities may prescribe appropriate regulations and 
communicate directly with each other for the purpose of giving effect 
to the provisions of the convention. 

Article XX provides for ratification and for exchange of instruments 
of ratification and prescribes that, upon such exchange, the convention 
shall be applicable to income or profits derived during taxable years 
beginning on or after January 1 of the year in which the exchange 
takes place. It is provided Suites that the convention shall remain 
in force for a minimum period of 5 years, but may be terminated at 
the end of that period or thereafter by the giving of written notice 
by one of the contracting States to the ‘other, in which event the con- 
vention would terminate as to taxable years beginning on or after 
January 1 of the year next following that in which the notice is given. 

On the occasion of the signing of the income-tax convention with 
Japan there was an exchange of notes, a copy of each of which is 
enclosed herewith for the information of the Senate, relating to an 
understanding with respect to application of article XIV in relation 
to articles X (1), XI, and XIII. 

Article XIV provides (1) that the United States, in determining 
the tax of its citizens, residents, or corporations; and (2) that Japan, 
in determining the tax of its residents or corporations, ‘‘may, regardless 
of any other provision of the present convention, include in the basis 
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upon which such tax is imposed all items of income taxable under” 


the revenue laws of t he United States or the tax laws of Japan, as the 
case may be, ‘as if the present convention had not come into effect.” 
It will be observed that in article X (1) specific and reciprocal exemp- 
tion is granted with respect to government salaries, wages, and similar 
compensation, where by a United States citizen (other than one ad 
mitted to Japan for permanent residence) shall be exempted from 
Japanese tax as to such income and a Japanese national (other than 
one admitted to the United States for permanent residence, 1. e., on 
having immigrant status) shall be exempted from United States tax 
as to such income. 

It was fully understood by the negotiators « f the convention that, in 
administering its provisions, including article XIV, neither count: 


would deny the exemption specifically accorded in article X (1). 
Such exemption is often preserved by inserting in the text of the 
convention an appropriate safeguarding clause. In this case, however, 
it was deemed advisable that the understanding on this point should 
be confirmed in : an exc thange of notes. Accordingly, the memorandum 
accompanying the notes exchanged on the occasion of the signing of 
the convention confirms the understanding of the respective authori- 
ties of the two countries that the permissive provision in article me 
will not be construed to deny the exemptions granted reciprocally by 
article X (1). 

Similarly, the notes confirmed that article XIV will not be con- 
strued to deny exemptions granted by Article XI, relating to remuner- 
ation of professors and teachers of one country te mporarily visiting 
the other country for the purpose of teaching, or article XII, re lating 
to certain remittances, grants, allowances, awards, or compensation 
received by students or business appre ntices. However, the further 
understanding i is set forth that neither country shall be precluded from 
taxing its own nationals or citizens with respect to income coming 
within article XI or article XII. 

The practical effect of these latter understandings is to leave un- 
changed the existing practice under United States laws and regula- 
tions while giving to Americans who go to Japan assurance of benefits 
which, without the convention, they would not have. If, for example, 
a resident of the United States goes to Japan on a teac _— assignment 
covered by article XI he would ordinarily, under Japanese law, 
become a resident of Japan after 1 year’s presence in Japan and for 
that reason, in the absence of specific provision to the contrary, would 
lose at that time exemption from Japanese tax with respect to the 
earned income derived from such teaching. Clause (1) of the memo- 
randum accompanying the exchange of notes confirms the under- 
standing that such United States citizen’s exemption from Japanese 
tax under article XI will be recognized. On the other hand, if a 
resident of Japan (other than a United States citizen) came to the 
United States on a teaching assignment covered by article XI he 
would, under the basic principles of residence applicable to United 
States tax, be regarded as a nonresident of this country during the 
2-year exemption period. A United States citizen resident in Japan 
who comes to the United States on such a teaching assignment would 
remain subject to United States tax with respect to his compensation 
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for such teaching. This would be in accord with the customary 
tanding in sue’ cases, as confirmed in clause (2) of the memo- 
iP The same principles apply with respect to students and 
ntices under article ALi. 
te \ 1) ted 


Acting Secretary. 


enclosures 1) Convention between the United States and Japan 
I ) Ss 0 Lhcol 2 Vv Oot ea h of WO ! L¢ Wi h accome= 

1? i l iil l 
CONVENTION BETWEEN THE UNITED STATES OF AMER- 


ICA AND JAPAN FOR THE AVOIDANCE OF DOUBLE 
FAXNATION AND THE PREVENTION OF FISCAL EVASION 
WITH RESPECT TO TAXES ON INCOME 


The Government of the United States of Ameriea and the Govern- 
aesiringe to cone|l iMdeatonvention tor 1¢ Vvoiiance 
ta i! ie | Lion fiscal e@\ ion W nh ct 
have appointed fo1 is the 
I ) | 
{ | h = 
| Wa | lt} Smut Let SEK iv of te 
{ of Am ica na 
i {710 OL Japatl 
\I , » touch Ani ba vdior Hxtraordimat Pleni- 
pot la of Japan to tl { ted State ft A ica 
ho havi communicated to one anothe r their respective 1 ill 
powers, found in good and due form, have agreed upon the following 
\) lac 
Cl I 


The taxes referred to in the present Convention are: 
a In the case of the United States of America: Che Federal 
income taxes, including surtaxes. 


b) In 


A 


the case of Japan: The income tax and the corpora- 


The present Convention shall also apply to any other tax on 
income or profits which has a character substantially similar to those 
referred to in paragraph (1) of this Article and which may be imposed 
by either contracting State after the date of signature of the present 
Convention 


ARTICLE II 


(1) As used in the present Convention: 
a) The term “United States’? means the United States of 
America, and when used in a geographical sense means the 
States, the Territories of Alaska and Hawaii, and the District 
f Columbia. 

(b) The term ‘Japan’, when used in a geographical sense, 
means all the territory in which the laws relating to the taxes 
referred to in paragraph (1) (b) of Article I are enforced. 


an 


oO 
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ec) The term “permanent establishment”? means an office, fa 


} 4 . 1 
tory. workshop, branch. warehouse or other fixed plas of business. 


but does not include the casual and temporary use of merely 
| : 


storage facilities. It also includes an agency if the agent has 
and habitually exercises a veneral aut Ol 1t\ to negotiate and cot 
clude contracts on behalf of an enterprise or has a stock of met 
chandise from which he regularly fills orders on its behalt An 


enterprise of one of the contracting States shall not be deemed to 
have a permanent establishment in the other contracting State 
merely because it carried on business dealings in such other State 
through a bona fide commission agent, broker, custodian or other 
independent agent acting in the ordinary course of his business 
as such. The fact that an enterprise of one of the contracting 
States maintains in the other contracting State a fixed place o 
business exclusively for the purchase for such enterprise of goods 
or merchandise shall not of itself constitute such fixed place of 
business a permanent establishment of such enterprise. The fact 
that a corporation of one of the contracting States has a subsidiary 
corporation which is a corporation of the other contracting State 
or which is engaged in trade or business in the other contracting 
State shall not of itself constitute that subsidiary corporation a 
permanent establishment of its parent corporation 

(d) The term “enterprise of one of the contracting States”’ 
means, as the case may be, United States enterprise or Japan se 
enterprise. 

(e) The term “United States enterprise’? means an industrial 
or commercial enterprise or undertaking carried on in the United 
States by a resident (including an individual, a fiduciary and 
partnership) of the United States or by a United States corpora- 
tion or other entity; and the term “United States corporation or 
other entity’? means a corporation or other entity created or 
organized under the law of the United States or of any State or 
Territory of the United States. 

f) The term “Japanese enterprise”’ means an industrial o1 
commercial enterprise or undertaking carried on in Japan by an 
individual resident in Japan or by a Japanese corporation or other 
entity; and the term “Japanese corporation or other entity” 
means a corporation or other association having juridical per- 
sonality, or a partnership or other association without juridical 
personality, created or organized under the laws of Japan. 

(¢) The term “tax’’ means those taxes referred to in paragraph 
(1) (a) or (b) of Article I, as the context requires 

(h) The term “competent authorities’”” means, in the case 
of the United States, the Commissioner of Internal Revenue 
as authorized by the Secretary of the Treasury; and, in the case 
of Japan, the Minister of Finance or his authorized represent- 
ative. 

(i) The term ‘industrial or commercial profits’? includes 
manufacturing, mercantile, agricultural, fishing, mining, financial 
and insurance profits, but does not include income in the form 
of dividends, interest, rents or royalties, or remuneration fo1 
personal services. 
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2) In the application of the provisions of the present Convention 
by either contracting State any term not otherwise defined shall, 
unless the context otherwise requires, have the meaning which such 


term has under the laws of such State relating to the tax. 
ARTICLE III 


(1) An enterprise of one of the contracting States shall not be 
subject to the tax of the other contracting State in respect of its in- 
dustrial or commercial profits unless it has a permanent establish- 
ment situated in such other State. If it has such permanent estab- 
lishment such other State may impose its tax upon the entire income 
of such enterprise from sources within such other State. 

(2) In determining the tax of one of the contracting States no 
account shall be taken of the mere purchase of merchandise therein 
by an enterprise of the other contracting State. 

(3) Where an enterprise of one of the contracting States has a per- 
manent establishment situated in the other contracting State, there 
shall be attributed to such permament establishment the industrial 
or commercial profits which it might be expected to derive if it were 
an independent enterprise engaged in the same or similar activities 
under the same or similar conditions and dealing on an independent 
basis with the enterprise of which it is a permanent establishment. 

(4) In determining the industrial or commercial profits of a per- 
manent establishment there shall be allowed as deductions all expenses 
wherever incurred, reasonably allocable to such permanent establish- 
ment, including executive and general administrative expenses so 
allocable. 

(5) The competent authorities of both contracting States may, 
consistent with other provisions of the present Convention, arrange 
details for the apportionment of industrial or commercial profits. 


ARTICLE IV 


Where an enterprise of one of the contracting States, by reason of 
its participation in the management or the financial structure of an 
enterprise of the other contracting State, makes with or imposes on 
the latter enterprise, in their commercial or financial relations, con- 
ditions different from those which would be made with an independent 
enterprise, any profits which would normally have been allocable to 
one of the enterprises, but by reason of such conditions have not 
been so allocated, may be included in the profits of such enterprise 
and taxed accordingly. 


ARTICLE V 


(1) Notwithstanding the provisions of Article III and Article IV of 
the present Convention, income which an enterprise of one of the 
contracting States derives from the operation of ships or aircraft 
recistered 

(a) in such State, or 
(b) in a third country which exempts (A) such enterprise and 
3) an enterprise of the other contracting State, from its tax on 
earnings derived from the operation of ships or aircraft, as the 
case may be, registered in the respective States 
shall be exempt from the tax of such other contracting State. 
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(2) The present Convention shall 
arrangement between the Government of the United States and the 
Government of Japan providing for relief from double taxation on 
shipping profits effected by the exchange of notes at Washington 
dated March 31, 1926 and June 8, 1926. 


not be construed to affect the 


ARTICLE VI 


The rate of tax imposed by one of the contracting States on interest 
on bonds, securities, notes, debentures or any other form of indebted- 
ness (including mortgages or bonds secured by real property) received 
from sources within such State by a resident or corporation or other 
entity of the other contracting State not having a permanent estab- 
lishment in the former State shall not exceed 15 percent 


ARTICLE VII 


The rate of tax imposed by one of the contract ing’ States on royalt 1es 
and other amounts received as consideration for the right to use copy- 
rights, artistic and scientific works, patents, designs, secret processes 
and formulae, trade-marks and other like property (including in such 
royalties and other amounts, rentals and like payments in respect of 
motion-picture films or for the use of industrial, commercial, or scien- 
tific equipment) from sources within such State by a resident or corpo- 
ration or other entity of the other contracting State not having a per- 
manent establishment in the former State shall not exceed 15 percent 


ARTICLE VIII 


A resident or corporation or other entity of one of the contracting 
States deriving 
(a) income from real property (including gains derived from 
the sale or exchange of such property, but not including interest 
from mortgages or bonds secured by real property), or 
(b) royalties in respect of the operation of mines, quarries or 
other natural resources 
situated within the other contracting State may elect, for any taxable 
year, to be subject to the tax of such other State on a net basis as if 
such resident or corporation or other entity had a permanent estab- 
lishment in such other State during such taxable year. 


ARTICLE 1X 


An individual resident of one of the contracting States shall be 
exempt from the tax of the other contracting State upon compensa- 
tion for labor or personal services (including the practice of liberal 
professions) performed in such other State in any taxable year if such 
resident is temporarily present in such other State: 

(a) for a period or periods not exceeding a total of 180 days 
during such taxable year and his compensation is received for 
such labor or personal services performed as an officer or e mployee 
of a resident or corporation or other entity of the former State, 

(b) for a period or periods not exceeding a total of 90 io 
during such taxable year and his compensation received for such 
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labor or personal services does not exceed 3,000 United States 


dollars, or the equivalent sum in yen as computed at the official 
basic rate of exchange in effect at the time such compensation is 


Saliries, wages and similar compensation paid by the 
United States to an individual who is a citizen of the United States 
other than an individual who has been admitted to Japan for perma- 
nent residence therein) shall be exempt from tax by Japan. 
Salaries, wages and simil ar compe nsation paid DY Japan to an 
wividual who is a national of Japan other than an individual who 
as been admitted to the United States for permanent idence 
therein) shall be exempt from tax by the United State 
4 The provisions of this article shall not apply to salaries, waves 
or similar compensation paid In respect ol services rendered in con- 
ection with any trade or business carried on by either of the con- 
tracting States for purposes of profit 


rICLE XI 


A resident of one of the contracting States, who, in accordance 
with agreements between the Governments of the contracting States 
or between educational establishments in the contracting States for 
the exchange of professors and teachers, or at the invitation of the 


Government of the other contrac ting State or of an edueational estab- 
ishment in such other State, temporarily visits such other State for 


+} P 4 Por , } ’ 1) ty . 
the purpose of teaching for a period not exceeding two years at a 


university, college, school or other educations! institution in such 
other State, shall be exempt from the tax of such other State on his 
remuneration for such teaching for such period. 


ARTICLE XII 


|) A resident of one of the comtracting States who is temporarily 
present in the other contracting State solely as a student atarecog- 
nized university, college or school in such other State, shall be exempt 


from the tax of such shar State with respect to remittances from 
abroad (including payments, if any, by his employer abroad). 

2) A resident of one of the contracting States who is a recipient 
of a grant, allowance or award from a religious, charitable, scientific, 
literary or educational organization of such State and who is tem- 
porarily present in the other contracting State, shall be exempt from 
the tax of such other State on such grant, allowance or award remitted 
from abroad (other than compensation for personal services). 

3) A resident of one of the contracting States who is an employee 
of, or under contract with, an enterprise of such State or an organiza- 
tion referred to in paragraph (2) of this Article, and who is tem- 
porarily present in the other contracting State for a period not exceed- 
ing one year solely to acquire technical, ee Ng or business 
experience from a person other than such enterprise or organization, 
shall be exempt from the tax of such other State on compensation 
from abroad paid by such enterprise or organization for his services 
rendered during such period, if the amoung of compensation paid ni 
such enterprise or organization for his services during such period 
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when computed on the annual basis, does not exceed 6,000 United 
States dollars, or the equivalent sum in ven as computed at the official 
basic rate of exchange in effect at the time such compensation is paid. 


ARTICLE XIII 


For the purpose of the present Convention: 
(a) Dividends paid by a corporation of one of the contracting 


States sh il] pe treated as income trom sourcees within such State 
(D) Inte rest paid DV one Of the contracting States meluding to | 
Government thereof or by an enterprise of one of the contracting 
States not having a permanent establishment in the other contracting 
otate shall be tr ated as income irom sourees wit! mtn i rmer State 
(ror nT fits ¢ { me nea larivad fran tt nirelhs ond | 
( Tallis WPLOUULS are Income derived trom C UU iadSEe GIG Sale 


of personal property shall be treated as derived from the country in 
which such property is sold. 


(d) Gains, profits and income derived from the sale by a taxpayer 
in Or of the contrac tine States of Foods manufactured in the other 
contracting State in whole or in part by such taxpayer shall be treated 
as derived in part from the country in which manufactured and in part 
from the ce Unt in which so nd to the exten 1) ins, profits a 
income are not allocable under other provisions of the present Ce 


vention they shall be allocated between both contracting States in 
accordance with such taxpayer’s relative sales and property im the 
respective countries. 

e) Income from real property (including gains derived from the 
sale or exchange of such property, but not including interest from mort- 
gages or bonds secured by real property) and roval 
the operation of mines, quarries, or other natural resources shall be 
treated as income derived from the country in which such real prop- 
erty, mines, quarries or other natural resources are situated. 

(f) Compensation for labor or personal services (including the prac- 


{ 
{ 


ies in respect of 


tice of liberal professions) shall be treated as income from sources 
within the country where are rendered the services for which such 
compensation is paid. 

(g) Royalties for using, or for the right to use, in one of the con- 
tracting States, patents, copyrights, designs, trademarks and like 
property shall be treated as income from sources within such State. 


ARTICLE XIV 


It is agreed that double taxation shall be avoided in the following 
manner: 

(a) The United States, in determining the tax of its citizens, 
residents or corporations or other entities may, regardless of any 
other provision of the present Convention, include in the basis upon 
which such tax is imposed all items of income taxable under the 
revenue laws of the United States as if the present Convention had not 
come into effect. The United States shall, however, subject to the 
provisions of section 131 of the Internal Revenue Code as in effect on 
the first day of January 1954, deduct from its tax the amount of 
the tax of Japan. In determining the credit under the said section 131 
of the Internal Revenue Code, any interest received from an enter- 
prise of the United States with a permanent establishment in Japan 
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shall be treated as income from sources within Japan to the extent 
so treated under the laws of Japan, if the debt with respect to which 
such interest is paid is made in connection with the business of such 
permanent establishment of such enterprise. 

b) Japan, in determining the tax of its residents or corporations or 
other entities may, regardless of any other provision of the present 
Convention, include in the basis upon which such tax is imposed all 
items of income taxable under the tax laws of Japan as if the present 
Convention had not come into effect. Japan shall, however, deduct 
from its tax so calculated the amount of the tax of the United States 
upon income from sources within the United States and included 
for the taxes of both contracting States, but in an amount not 
exceeding that proportion of the tax of Japan which such income bears 
to the entire income subject to the tax of Japan. 

(c) In determining the taxes of the contracting States of a recipient, 
who is a citizen, resident or corporation or other entity of the United 
States, of a dividend from a Japanese corporation, in so far as the 
tax of Japan imposed on income or profits of a corporation out of 
which a dividend is paid is deemed under the tax laws of Japan to 
have been imposed on a recipient of such dividend: 

(i) The United States shall deem that such recipient has paid 
with respect to such dividend the tax of Japan in an amount 
equal to 25 percent of the amount of such dividend, and deduct, 
under the provisions of paragraph (a) of this Article, from its 
tax the amount of the tax of Japan so deemed to have been paid 
provided the recipient includes in gross income the amount of 
tax thus deemed to have been paid, and 

(ii) Japan shall impose with respect to such dividend received 
by such recipient (except as such recipient is a resident of or has 
a permanent establishment in Japan) no tax other than the 
tax imposed on income or profits of the corporation out of which 
such dividend is paid. 


ARTICLE XV 


(1) Organizations organized under the laws of Japan and operated 
exclusively for religious, charitable, scientific, literary or educational 
purposes shall, to the extent and subject to conditions provided in the 
United States Internal Revenue Code, be exempt from the tax of the 
United States. 

(2) Organizations organized under the laws of the United States 
and operated exclusively for religious, charitable, scientific, literary 
or educational purposes shall, to the extent and subject to conditions 
provided in the tax laws of Japan, be exempt from the tax of Japan. 


ARTICLE XVI 


(1) There shall be allowed, for the purposes of the tax of the United 
States, in the case of a resident of Japan who is a nonresident of the 
United States (other than an officer or employee of the Government of 
Japan), in addition to the exemption provided in section 214 of the 
United States Internal Revenue Code as in effect on the first day of 
January 1954, a credit against net income, subject to the conditions 
prescribed in section 25 of the Internal Revenue Code as in effect on 
the said date, for the spouse of the taxpayer and for each child of the 
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taxpayer who are present in the United States and residing with him 
in the United States at any time during the taxable year, but such 
additional credit shall not exceed that proportion thereof which the 
taxpayer’s gross income from sources within the United States for the 
taxpayer’s taxable year bears to his entire income from all sources for 
the fiscal or calendar year in which ends such taxable year 
(2) For the purposes of the tax of Japan, there shall be allowed 
in the case of a citizen of the United States who is a resident of Japan 
the same exemptions for a dependent or dependents as those granted 
to a national of Japan who is a resident of Japan. 


ARTICLE XVII 

(1) The competent authorities of both contracting States shall 
exchange such information available under the respective tax laws of 
both contracting States as is necessary for carrying out the provisions 
of the present Convention or ‘or the prevention of fraud or for the 
administration of statutory Provisions against tax avoidance in 
relation to the tax. Any information so exchanged shall be treated 
as secret and shall not be disclosed to any person other than those, 
including a court, concerned with the assessment and collection of 
the tax or the determination of appeals in relation thereto. No infor- 
mation shall be exchanged which would disclose any trade, business, 
industrial or professional secret or any trade process. 

(2) Each of the contracting States may collect the tax imposed 
by the other contracting State (as though such tax were the tax of 
the former State) as will ensure that the exemptions, reduced rates of 
tax or any other benefit granted under the present Convention by 
such other State shall not be enjoyed by persons not entitled to such 
benefits. 


ARTICLE XVIII 


Where a taxpayer shows proof that the action of the tax authorities 
of either contracting State has resulted, or will result, in double 
taxation contrary to the provisions of the present Convention, he 
shall be entitled to present the facts to the competent authorities of 
the contracting State of which he is a national or a resident, or, if 
the taxpayer is a corporation or other entity, to those of the contract- 
ing State under the laws of which it is created or organized. Should 
the taxpayer’s claim be deemed worthy of consideration, the competent 
authorities of such State to which the facts are so presented shall under- 
take to come to an agreement with the competent authorities of the 
other contracting State with a view to equitable avoidance of the 
double taxation in question. 


ARTICLE XIX 


(1) The provisions of the present Convention shall not be con- 
strued to deny or affect in any manner the right of diplomatic and 
consular officers to other or additional exemptions now enjoyed or 
which may hereafter be granted to such officers. 

(2) The provisions of the present Convention shall not be construed 
to restrict In any manner any exemption, deduction, credit or other 
allowance now or hereafter accorded by the laws of one of the con- 
tracting States in determining the tax of such State. 
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3) Should any difficulty or doubt arise as to the interpretation or 
application of the present Convention, or its relationship to Conven- 
States and any other State, the 
competent authorities of the contracting States may settle the ques- 


tions between one of the contractin: 


tion by mutual agreement: it being understood, however, that this 
provision shall not be construed to preclude the contracting States 
from settling by negotiation any dispute arising under the present 
Convention. 

| The competent authorities of both contracting States may 
prescribe regulations necessary to interpret and carry out the pro- 
visions of the present Convention and may communicate with each 


} } 1 ¥\?° 1 f 
tiect to the provisions O1 the 


Lif LA 

1) The present Convention shall be ratified and the instruments 

of ratification shall be exchanged at Tokyo as soon as possible 
2) The present Convention shall enter into force on the date of 
exchange of instruments of ratification and shall be applicable to 
income or profits derived during the taxable years beginning on or 
the first day of January of the calendar year in which such 

( ( J ta y| 

of the contracting States may terminate the present 
Convention at any time after a period of five years shall have expired 


from the date on which the present Convention enters into force, by 
to the ot] r contrac ting state notice of te rm ation, proy ided 

such notice is given on or before the 30th day of June and, in 
such vent, thi present Convention shall cease to be effective for 
begi fter the first day of January of 


e taxable vears Di rinning on or a 
the calendar vear next following that in which such notice is given. 


IN WITNESS WHEREOF, the undersigned Plenipotentiaries have signed 
the present Conventicn. 

Done at Washington, in duplicate, in the English and Japanese 
languages, each text having equal authenticity, this sixteenth day of 
April, 1954. 

For the United States of America: 

Water BEepELL SMITH 

For Japan: 

5. Ieucnt 


EMBASSY OF JAPAN, 
a ashington, D. C.. April 16, 1954. 
The honorable Watrrr Bepe.t Smira, 
Acting Secretary of State, Washington, D. C. 

Str: In proceeding today to the signature of the Convention be- 
tween Japan and the United States of America for the Avoidance of 
Double Taxation and the Prevention of Fiscal Evasion with respect 
to ‘Taxes on Income, I have the honor to enclose herewith, for the 
purpose of future reference, a memorandum confirming an under- 
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standing in regard to the interpretation of certain provisions of that 
Convention. I shall appreciate receiving from you an acknowledg- 
ment and confirmation of this statement of the understanding. 
Accept, Sir, the assurances of my highest consideration. 
S. laucu 
(Enclosure: Memorandum.) 


MEMORANDUM 


It is understood that in the application of Article XIV and Articles 
XI and XII of the Convention between Japan and the United States 
of America for the Avoidance of Double Taxation and the Prevention 
of Fiscal Evasion with respect to Taxes on Income 

(1) the provisions of Article XIV shall not be construed to 
deny the exemptions from the Japanese tax or the United States 
tax, as the case may be, granted by Article X (1), Article XI and 
Article XIT; 

(2) neither of the contracting States shall be precluded from 
taxing its own nationals or citizens with respect to income coming 


within Article XI or Article XII. 





DrPARTMENT OF STATE, 
Washington, April 16, 1954. 
His Excellency Sapao Iaucnat, 
Ambassador of Jap in, 

EXxcEeLLENCY: I have the honor to acknowledge the receipt of your 
note dated today and to confirm the understanding, as set forth in the 
memorandum enclosed with that note, in regard to an interpretation 
of certain provisions of the Convention between the United States of 
America and Japan for the Avoidance of Double Taxation and the 
Prevention of Fiscal Evasion with respect to Taxes on Income, signed 
today. 

Accept, Excellency, the assurances of my highest consideration. 

Watrer BepELL SMITH 
Acting Secretary of State 


O 
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S5p CoNGRESsS SENATE EXECUTIVE 
2d Nession E 


CONVENTION WITH JAPAN RELATING TO TAXES ON 
ESTATES, INHERITANCES, AND GIFTS 


MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED STATES 


THE CONVENTION BETWEEN THE UNITED STATES OF AMERICA 
AND JAPAN FOR THE AVOIDANCE OF DOUBLE TAXATION AND 
THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES 
ON ESTATES, INHERITANCES, AND GIFTS, SIGNED AT WASHING 
TON ON APRIL 16, 1954 


May 7, 1954.—Convention was read the first time and the injunction of secrecy 
was removed therefrom. The convention, the President’s message of trans 
mittal, and all accompanying papers were referred to the Committee on Foreign 


Relations and ordered to be printed for the use of the Senate 


THe Wuire House, May 7, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the convention between the United 
States of America and Japan for the avoidance of double taxation 
and the prevention of fiscal evasion with respect to taxes on estates, 
inheritances, and gifts, signed at Washington on April 16, 1954. 

I also transmit for the information of the Senate the report by the 
Acting Secretary of State with respect to the convention. The con- 
vention has the approval of the Department of State and the Depart- 
ment of the Treasury. 

Dwicur D. EiseNHOWER. 


(Enclosures: (1) Report by the Acting Secretary of State; (2 
convention between the United States and Japan relating to taxes on 
estates, inheritances, and gifts.) 

42118 
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DEPARTMENT OF STATE, 
Washington, May 4, 1954, 
The PRESIDENT, 
The White House: 

The undersigned, the Acting Secretary of State, has the honor to 
lay before the President, with a view to its transmission to the Senate 
to receive the advice and consent of that body to ratification, if the 
President approve thereof, a convention between the United States 
of America and Japan for the avoidance of double taxation and the 
prevention of fiscal evasion with respect to taxes on estates, inherit- 
ances, and gifts, signed at Washington on April 16, 1954. 

This convention, together with one relating to taxes on income, 
was formulated over a period of several years as a result o technical 
discussions between representatives of this Government and repre- 
sentatives of the Government of Japan. The signing of the conven- 
tions was the culmination of an effort to determine the bases of agree- 
ment for the purpose of eliminating double taxation, as far as 
practicable, and establishing certain procedures for mutual adminis- 
trative cooperation. 

The Department of State and the Department of the Treasury co- 
operated in the negotiation of the enclosed convention, after public 
announcement of the contemplated negotiations. It has the approval 
of both Departments. 

In view of the close relationship between gift taxes and estate or 
inheritance taxes, it has been found convenient, and it is believed to 
be advantageous, to deal with those taxes in a single convention. So 
far as the provisions of this convention relate to estates and in- 
heritances, they have the same basic objectives as estate-tax conven- 
tions which have been entered into by the United States with a number 
of other countries. In principle and substance those provisions are 
consistent with, if not identical to, provisions in one or more of the 
existing estate-tax conventions of the United States, including those 
with Australia, Canada, Finland, France, Greece, Ireland, Norway, 
Switzerland, the Union of South Africa, and the United Kingdom. 
So far as the provisions of the enclosed convention with Japan relate 
to gifts, they are similar in effect to provisions in the existing con- 
vention with Australia relating to gift taxes. 

The imposition and collection by both the United States and a 
foreign country of taxes on the same estate, inheritance, or gift often 
result in double taxation of a severe character. A convention of the 
kind submitted herewith is an important and practical step toward 
the elimination of double taxation in connection with the settlement 
in one of the countries of estates in which nationals of the other 
country have interests or in connection with the making of gifts. The 
negotiation and conclusion of conventions to give relief from such 
double taxation have been strongly supported by both the taxpayers 
and the tax authorities. The provisions of the convention with 
Japan are believed to be in harmony with the policies expressed by the 
Senate in approving tax conventions. 

Article I of this convention describes the taxes to which it relates. 
So far as the United States is concerned, the convention would be 
applicable only to the Federal estate tax, which is imposed upon the 
transfer of the estate and not upon the receipt of beneficial shares, 
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and to the Federal gift tax. The convention would not apply to 
estate, inheritance, or gift taxes imposed by the several States of the 
United States, the District of Columbia, or the Territories or posses- 
sions of the United States. So far as Japanese taxes are concerned, 
the convention would apply to the “inheritance tax (including the 
gift tax).”’ 

Article II contains definitions of certain terms found in the con- 
vention, with a provision that in applying the provisions of the con- 
vention any term not otherwise defined shall, unless the context other- 
wise requires, have the meaning which that term has under the tax 
laws of the country imposing the tax. Paragraph (3) deals with the 
determination of domicile or nationality by providing that, for the 
purposes of the convention, each country may determine in accord- 
ance with its own laws whether a decedent at the time of death, or a 
beneficiary of a decedent’s estate at the time of the latter’s death, or 
a donor at the time of a gift, was domiciled in that country or a na- 
tional thereof. 

Article IIT lays down rules with respect to the situs of property. 
These rules are a particularly important feature of the convention, as 
in the cases of conventions of this kind with other countries. Specific 
rule ‘Ss are given as to various types of property or property rights and 
are applicable both for the purpose of imposition of tax and for the 
purpose of credit. Rules of situs are set forth with respect to real 
property or rights therein; tangible movable property in general; debts; 
shares or stock in a corporation; ships and aircraft; goodwill as a 
trade, business or professional asset; patents, trade-marks, utility 
models and designs; copyrights, franchises, rights to artistic and 
scientific works and rights or licenses to use copyrighted ae 
artistic and scientific works, patents, trade-marks, utility models « 
designs; mining or quarrying rights or mining leases; and fishing sili. 
There is a catchall rule to the effect that the situs of rights or inter- 
ests not otherwise expressly covered shall be determined in accordance 
with the law of the country imposing tax solely by reason of the situs 
of property within that country, but, if neither country imposes tax 
solely for that reason, then the situs shall be determined in accordance 
with the laws of each country. | ‘aragraph (2) limits the application 
of the situs rules to cases in which the property is subject to tax by 
both countries and avoids their application to cases outside the scope 
and objectives of the convention. 

Article IV contains the provisions relating to specifie exemption 
with respect to nondomiciliary alien decedents and nondomiciliary 
alien donors. Corresponding provisions are in the estate-tax conven- 
tions with Australia, Canada, Finland, France, Greece, Norway, and 
Switzerland and the gift-tax convention with Ausitrelia. As applied 
to estates, the provisions have the effect of liberalizing the United 
States rule in regard to the specific exemption of $2,000 in cases of 
estates of nondomiciliary alien decedents, to the extent that the con- 
vention would apply to such estates. With respect to nondomiciliary 
alien donors, the United States tax laws allow no specific exemption. 
Article IV of the convention, however, would allow a prorated specific 
exemption for such donors. As applied to both estates and gifts with 
respect to which the United States imposes tax solely by reason of the 
situs of property in this country in the case of a beneficiary who, at 
the time of the decedent’s death or at the time of the gift, was domi- 
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ciled in Japan, the convention would allow a specific exemption, pro- 
rated according to a formula set forth in article [V. As in correspond- 
ing provisions in other conventions, it is provided that the country 
imposing tax on the basis of situs of property shall not take into 
account property situated outside that country in determining the 
amount or rate of tax. 

Article V contains the credit provisions. As usual in such conven- 
tions, the principal method provided by the convention with Japan 
for the avoidance of double taxation with respect to estates and gifts 
is the credit system. The country which imposes tax on property 
situated outside its territory will allow a “en for tax paid in the 
other country as to the same property. In Japan the inheritance or 
gift tax is imposed on property received by a domiciliary in Japan 
regardless of the situs of the property. The United States imposes 
the estate tax or the gift tax on property transferred by a decedent 
or donor who, at the time of death or at the time of the gift, was 
domiciled in or a citizen of the United States, regardless of the situs 
of the property, except that no real property outside the United States 
is subjected to the mee tax. 

Under paragraph (1) of article V, Japan will allow a credit for United 
States tax paid with respect to property situated in the Y nited States 
in the case of an inheritance or gift tax imposed by Japan upon a 
domiciliary of Japan. The Unite 1d States will allow a credit for Japa- 
nese tax paid with respect to property situated in Japan in the case of a 
decedent or donor domiciled in or a citizen of the United States. This 
paragraph covers the case where one of the countries imposes tax on 
the basis of domicile or nationality and the other country imposes 
tax on the basis of situs of property. 

Under paragraph (2) of article V, a further credit is allowed with 
respect to property situated outside both countries and subjected to 
tax by both countries. Credit is also allowed with respect to property 
taxed by both countries when, in exceptional cases, such property is 
deemed (a) by each country to be situated in its territory, (6) by one 
of the countries to be situated in either country and by the other to be 
situated outside both countries, or (c) by each country to be situated 
in the other. The credit authorized under paragraph (2) is equal to 
the amount of the tax imposed with respect to the same transfer of 
property in the country imposing the smaller tax thereon and is 
divided between the two countries in proportion to the amount of 
tax imposed by each with respect to the same transfer of property. 
The credit cannot exceed the tax in the crediting country attributable 
to the property subjected to the tax in the other country. 

Paragraph (3) of article V clarifies the relationship between the 
credits authorized by the convention and the credits authorized by 
the statutes. It is provided that credit for a particular tax shall be 
allowed either under the statute or under the convention, whichever 
is the greater, and that no credit will be allowed under the convention 
for a particular tax in addition to credit under the statute for the 
same tax. In effect it is provided that credit authorized by the 
convention is to be computed after allowance is made for other credits 
against the tax. The convention does not, therefore, affect the allow- 
ance of credits such as those authorized by section 813 (b) of the 
Internal Revenue Code for inheritance, legacy, or succession taxes 
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paid to States, the District of Columbia, or Territories or possessions 
of the United States, or those authorized by sections 813 (a) and 
936 (b) of the code for gift taxes. 

Paragraph (4) of article V precludes the allowance of credit against 
one country’s estate or inheritance tax for gift tax paid the other 
country and precludes the allowance of credit against one country’s 
gift tax for estate or inheritance tax paid the other country. Credit 
against the United States estate tax is allowable only for Japanese 
inheritance tax imposed by reason of the transferor’s death, and 
credit against the United States gift tax is allowable only for Japanese 
gift tax imposed by reason of an inter vives gift 

Paragraph (5) of article V provides a limitation period (5 vears 
from the due date of the tax) for the allowance of the credit and also 
precludes payment of interest on any refund resulting from allow- 
ance of credit, unless specifically authorized under the law of the 
crediting country. Paragraph (6) prohibits the final allowance of 
credit until the tax of the other country has been paid. 

Although double taxation is alleviated to a considerable degree by 
foreign tax credit provisions of both the United States estate-tax 
statute and the Japanese inheritance and gift tax statute, many 
instances occur in which such statutory credits fail to accord relief. 
The convention will go far toward according much-needed relief in 
such instances. 

Article VI establishes a system of reciprocal administrative cooper- 
ation between the competent authorities of the two countries, speci- 
fying the conditions under [rans information may be exchanged to 
facilitate administration in cases involving taxes to which the con- 
vention relates. It is prov ‘ded that the information exchanged shall 
be disclosed only to those who are concerned with the assessment and 
collection of the tax, or the determination of appeals in relation 
thereto. Furthermore, no information shall be exchanged which 
would disclose any trade, business, industrial or professional secret or 
any trade process. It is provided in paragraph (2) that each country 
may assist in the collection of taxes imposed by the other country to 
the extent necessary to ensure that the credit or any other benefit 
granted under the convention shall not be enjoyed by persons not 
entitled to such benefits. 

Article VII authorizes the representative or beneficiary of a de- 
cedent’s estate, or the donor or beneficiary of a gift, to appeal to the 
government of the country of which he is a national, domiciliary, or 
resident in any case where it appears that action of the tax authorities 
of either country has resulted or will result in double taxation contrary 
to the provisions of the convention. If the contention is upheld, the 
competent authority of the country to which the appeal is addressed 
will undertake to come to an agreement with the competent authorities 
of the other country in order to correct the situation. 

Article VIII provides (a) that the convention shall not affect the 
right of diplomatic or consular officers to other or additional exemp- 
tions; (6) that the convention shall not be construed so as to increase 
the tax imposed by either country; (c) that the competent authorities 
of the two countries may settle by mutual agreement any difficulty 
or doubt as to interpretation or application of the convention; and 
(d) that the competent authorities may prescribe appropriate regula- 
tions and communicate directly with each other for the purpose of 
giving effect to the provisions of the convention. 
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Article LX provides for ratification and prescribes that the conven- 
tion shall enter into force on the date of exchange of instruments of 
ratification and shall be applicable to estates or inheritances in the 
case of persons who die on or after that date and to gifts made on or 
after that date. It is provided also that either party to the convention 
may terminate it at any time after a period of 5 years from its entry 
into force by giving to the other party notice of termination on or 
before June 30, in which event the convention shall cease to be effec- 
tive for taxable years beginning on or after January | of the year next 
following that in which the notice is given. 

Respectfully submitted. 

Ropert Murpny, 
Acting Secretary. 


Enclosure: Convention between the United States and Japan 
relating to taxes on estates, inheritances, and gifts.) 


CONVENTION BETWEEN THE UNITED STATES OF 
AMERICA AND JAPAN FOR THE AVOIDANCE OF DOUBLE 
TAXATION AND THE PREVENTION OF FISCAL EVA- 
SION WITH RESPECT TO TAXES ON ESTATES, INHERI- 
TANCES AND GIFTS 


The Government of the United States of America and the Gov- 
erninent of Japan, desiring to conclude a Convention for the avoidance 
of double taxation and the prevention of fiscal evasion with respect 
to taxes on estates, inheritances, and gifts, have appointed for that 
purpose as their respective Plenipotentiaries: 

The Government of the United States of America: 
Mr. Walter Bedell Smith, Acting Secretary of State of the 
United States of America, and 
The Government of Japan: 
Mr. Sadao Iguchi, Ambassador Extraordinary and Pleni- 
potentiary of Japan to the United States of America, 
who, having communicated to one another their respective full powers, 
found in good and due form, have agreed upon the following Articles: 


ARTICLE I 


1) The taxes referred to in the present Convention are: 

(a) In the case of the United States of America: The Federal 
estate and gift taxes. 

(b) In the case of Japan: The inheritance tax (including the 
gift tax). 
(2) The present Convention shall also apply to any other tax on 
estates, inheritances or gifts which has a character substantially 
similar to those referred to in paragraph (1) of this Article and which 
may be imposed by either contracting State after the date of signature 
of the present Convention, 

ARTICLE I 


(1) As used in the present Convention: 
(a) The term “United States’? means the United States of 
America, and when used in a geographical sense means the States, 


CONVENTION WITH JAPAN RELATING TO TAXES ON ESTATES, ETC. 7 


the Territories of Alaska and Hawaii, and the District of Co- 
lumbia. 

(b) The term ‘Japan’’, when used in a geographical sense, 
means all the territory in which the laws relating to the tax 
referred to in paragraph (1) (b) of Article I are enforced. 

(c) The term ‘tax’? means those taxes referred to in paragraph 
(1) (a) or (b) of Article I, as the context requires. 

(d) The term “competent authorities’? means, in the case of 
the United States, the Commissioner of Internal Revenue as 
authorized by the Secretary of the Treasury; and, in the case of 
Japan, the Minister of Finance or his authorized representative. 

(2) In the application of the provisions of the present Convention 
by either contracting State any term not otherwise defined shall, 
unless the context otherwise requires, have the meaning which such 
ae has under the laws of such State relating to the tax. 

For the purposes of the present Convention, each contracting 
ase may determine in accordance with its laws whe ther a decedent 
at the time of his death or a beneficiary of a decedent’s estate at the 
time of such decedent’s death, or a donor at the time of the gift or a 
beneficiary of a gift at the time of the gift, was domiciled therein or a 
national thereof. 

ARTICLE III 


(1) If a decedent at the time of his death or a donor at the time of 
the gift was a national of or domiciled in the United States, or if a bene- 
ficiary of a decedent’s estate at the time of such decedent’s death or a 
beneficiary of a gift at the time of the gift was domiciled in Japan, the 
situs at the time of the transfer of any of the following property or 
property rights shall, for the purpose of the imposition of the tax and 
for the purpose of the credit authorized by Article V, be determined 
exclusively in accordance with the following rules: 

(a) Immovable property or rights therein (not including any 
property for which specific provision is otherwise made in this 
Article) shall be deemed to be situated at the place where the land 
involved is located. 

(b) Tangible movable property (including currency and any 
nee form of mone y recognized as legal tender in the place of 
issue and excepting such property for which specific provision is 
otherwise made in this Article) shall be deemed to be ee 
at the place where such property is physically loc ated, , if in 
transitu, at the place of destination. 

(c) Debts (including bonds, promissory notes, bills of exchange, 
bank deposits and insurance, except bonds or other negotiable 
instruments in bearer form and such debts for which specific 
provision is otherwise made in this Article) shall be deemed to be 
situated at the place where the debtor resides. 

(d) Shares or stock in a corporation shall be deemed to be 
situated at the place under the laws of which such corporation was 
created or organized. 

(e) Ships and aircraft shall be deemed to be situated at the 
place where they are registered. 

(f) Goodwill as a trade, business or professional asset shall be 
deemed to be situated at the place where the trade, business or 
profession to which it pertains is carried on. 
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(g) Patents, trade-marks, utility models and designs shall be 
deemed to be situated at the place where they are registered (or 
used in case they are not registered). 

(h) Copyrights, franchises, rights to artistic and scientific 
works and rights or licenses to use any copyrighted material, 
artistic and scientific works, patents, trade-marks, utility models 
or designs shall be deemed to be situated at the place where they 
are exercisable. 

(i) Mining or quarrying rights or mining leases shall be deemed 
to be situated at the place of such mining or quarrying. 

(j) Fishing rights shall be deemed to be situated in the country 
in maaan government’s jurisdiction such rights are exercisable. 

(k) Any property for which provision is not hereinbefore made 
shall be deemed to be situated in accordance with the laws of the 
contracting State imposing the tax solely by reason of the situs 
of property within such State, but if neither of the contracting 
States imposes the tax solely by reason of the situs of property 
therein, then any such property shall be deemed to be situated 
in accordance with the laws of each contracting State. 

(2) The application of the provisions of paragraph (1) of this 
Article shall be limited to the particular property, and any portion 
thereof, which without such provisions would be subjected to the 
taxes of both contracting States or would be so subjected except for 
a specific exemption. 

ARTICLE IV 


Where one of the contracting States imposes the tax solely by reason 
of the situs of property within such State, in the case of a decedent 
who at the time of his death, or of a donor who at the time of the gift, 
was a national of or domiciled in the United States, or in the case of a 
beneficiary of a decedent’s estate who at the time of such decedent’s 
death, or a beneficiary of a gift who at the time of the gift, was domi- 
ciled in Japan, the contracting State so imposing the tax: 

(a) shall allow a specific exemption which would be applicable 
under its laws if the decedent, donor, or beneficiary, as the case 
may be, had been a national of or domiciled in such State, in an 
amount not less than the proportion thereof which (A) the value 
of the property, situated according to Article III in such State 
and subjected to the taxes of both contracting States or which 
would be so subjected except for a specific exemption, bears to (B) 
the value of the total property which would be subjected to the 
tax of such State if such decedent, donor, or beneficiary had been 
a national of or domiciled in such State; and 

(b) shall (except for the purpose of subparagraph (a) of this 
paragraph and for the purpose of any other proportional allow- 
ance otherwise provided) take no account of property situated 
according to Article III outside such State in determining the 
amount of the tax. 

ARTICLE V 


(1) Where either contracting State imposes the tax by reason of 
the nationality thereof or the domicile therein of a decedent or a 
donor or a beneficiary of a decedent’s estate or of a gift, such State 
shall allow against its tax (computed without application of this 
Article) a credit for the tax imposed by the other contracting State 
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with respect to property situated at the time of the transfer in such 
other State and included for the taxes of both States (but the amount 
of the credit shall not exceed that portion of the tax imposed by the 
crediting State which is attributable to such property). The pro- 
visions of this paragraph shall not apply with respect to any property 
referred to in paragraph (2) of this Article. 

(2) Where each contracting State imposes the tax by reason of the 
nationality thereof or the domicile therein of a decedent or a donor or 
a beneficiary, with respect to any property situated at the time of the 
transfer outside both contracting States (or deemed by each con- 
tracting State to be situated in its territory, or deemed by one con- 
tracting State to be situated in either contracting State and deemed 
by the other contracting State to be situated outside both contracting 
States or deemed by each contracting State to be situated in the 
other contracting State), each contracting State shall allow against 
its tax (computed without application of this Article) a credit for a 
part of the tax imposed by the other contracting State attributable 
to such property. The total of the credits authorized by this para- 
graph shall be equal to the amount of the tax imposed with respect 
to such property by the contracting State imposing the smaller amount 
of the tax with respect to such property, and shall be divided between 
both contracting States in proportion to the amount of the tax im- 
posed by each contracting State with respect to such property. 

(3) The credit authorized by this Article, if applicable, shall be in 
lieu of any credit for the same tax author ized by the laws of the credit- 
ing State, the credit applicable for the particular tax being either 
credit authorized by this Article or credit authorized by such laws, 
whichever is the greater. For the purposes of this Article, the 
amount of the tax of each contracting State attributable to any desig- 
nated property shall be ascertained after taking into account any 
applicable diminution or credit against its tax with respect to such 
property (other than any credit under paragraph (1) or (2) of this 
Article), provided, however, in case another credit for the tax of any 
other foreign State is allowable with respect to the same property 
pursuant to any other Convention between the crediting State under 
the present Convention and such other foreign State, or pursuant to 
the laws of the crediting State, the total of such credits shall not exceed 
the amount of tax of the crediting State attributable to such property 
computed before allowance of such credits. 

(4) Credit against the tax of one of the contracting States for the 
tax of the other contracting State shall be allowed under this Article 
only where both such taxes have been simultaneously imposed at the 
time of a decedent’s death or at the time of a gift. 

(5) No credit resulting from the application of this Article shall be 
allowed after more than five years from the due date of the tax against 
which credit would otherwise be allowed, unless claim therefor was 
filed within such five-year period. Any refund resulting from the ap- 
plication of this Article shall be made without payment of interest on 
the amount so refunded, unless otherwise specifically authorized by 
the crediting State. 

(6) C redit against the tax of one of the contracting States shall not 
be finally allowed for the tax of the other contracting State until the 
latter tax (reduced by credit authorized under this Article, if any) has 
been paid. 
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ARTICLE VI 


(1) The competent authorities of both contracting States shall ex- 
change such information available under the respective tax laws of 
both contracting States as is necessary for carrying out the provisions 
of the present Convention or for the prevention of fraud or for the 
administration of statutory provisions against tax avoidance in rela- 
tion to the tax. Any information so exchanged shall be treated as 
secret and shall not be disclosed to any person other than those, in- 
cluding a court, concerned with the assessment and collection of the 
tax or the determination of appeals in relation thereto. No informa- 
tion shall be exchanged which would disclose any trade, business, in- 
dustrial or professional secret or any trade process. 

2) Kach of the contracting States may collect the tax imposed by 
the other contracting State (as though such tax were the tax of the 
former State) as will ensure that the credit or any other benefit 
granted under the present Convention by such other State shall not 
be enjoved by persons not entitled to such benefits. 


ARTICLE VII 


Where a representative of the estate of a decedent or a beneficiary 
of such estate or a donor or a beneficiary of a gift shows proof that 
the action of the tax authorities of either contracting State has resulted, 
or will result, in double taxation contrary to the provisions of the 
present Convention, such representative, donor or beneficiary shall 
be entitled to present the facts to the competent authorities of the 
contracting State of which the decedent was a national at the time 
of his death or of which the donor or beneficiary is a national, or if the 
decedent was not a national of either of the contracting States at the 
time of his death or if the donor or the beneficiary is not a national 
of either of the contracting States, to the competent authorities of 
the contracting State in which the decedent was domiciled or resident 
at the time of his death or in which the donor or beneficiary is dom- 
iciled or resident. Should the claim be deemed worthy of considera- 
tion, the competent authorities of such State to which the facts are 
so presented shall undertake to come to an agreement with the com- 
petent authorities of the other contracting State with a view to 
equitable avoidance of the double taxation in question. 


ARTICLE VIII 


|) The provisions of the present Convention shall not be con- 
strued to deny or affect in any manner the right of diplomatic and 
consular officers to other or additional exemptions now enjoyed or 
which may hereafter be granted to such officers. 

2) The provisions of the present Convention shall not be con- 
strued so as to increase the tax imposed by either contracting State. 

3) Should any difficulty or doubt arise as to the interpretation or 
application of the present Convention, or its relationship to Conven- 
tions between one of the contracting States and any other State, the 
competent authorities of the contracting States may settle the ques- 
tion by mutual agreement; it being understood, however, that this 
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provision shall not be construed to preclude the contracting States 
from settling by negotiation any dispute arising under the present 
Convention. 

(4) The competent authorities of both contracting States may 
prescribe regulations necessary to interpret and carry out the provi- 
sions of the present Convention and may communicate with each other 
directly for the purpose of giving effect to the provisions of the present 
Convention. 

ARTICLE IX 


(1) The present Convention shall be ratified and the instruments 
of ratification shall be exchanged at Tokyo as soon as possible. 

(2) The present Convention shall enter into force on the date of 
exchange of instruments cf ratification and shall be applicable to 
estates or inheritances in the case of persons who die on or after the 
date of such exchange and to gifts made on or after that date. 

(3) Either of the contracting States may terminate the present 
Convention at any time after a period of five years shall have expired 
from the date on which the Convention enters into force, by giving to 
the other contracting State notice of termination, provided that such 
notice is given on or before the 30th day of June and, in such event, 
the present Convention shall cease to be effective for the taxable years 
beginning on or after the first day of January of the calendar year 
next following that in which such notice is given. 


IN WITNESS WHEREOF, the undersigned Plenipotentiaries have signed 
the present Convention. 


Done at Washington, in duplicate, in the English and Japanese 
languages, each text having equal authenticity, this sixteenth day of 
April, 1954. 

For the United States of America: 

Water BEDELL SMITH 

For Japan: 

S. Ieucui 
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PROTOCOL AMENDING THE SLAVERY CONVENTION OF 
SEPTEMBER 25, 1926 


FROM 


THE PRESIDENT OF THE UNITED STATES 


TRANSMITTING 


A PROTOCOL AMENDING THE SLAVERY CONVENTION, SIGNED AT 
GENEVA ON SEPTEMBER 25, 1926, WAS OPENED FOR SIGNATURI 
AT THE HEADQUARTERS OF THE UNITED NATIONS, NEW YORK, 
ON DECEMBER 7, 1953, AND WAS SIGNED ON BEHALF OF THE 
UNITED STATES OF AMERICA ON DECEMBER 16, 1953 


May 27, 1954.—The protocol was read the fir 
was removed therefrom. The protocol, the P1 
and all accompanying papers were referred 


Relations and ordered to be printed for the use 


Tue Wuaire House, May 27, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith a certified copy of a protocol amend- 
ing the slavery convention signed at Geneva on September 25, 1926. 

The protocol was opened for signature at the headquarters of the 
United Nations, New York, on December 7, 1953, and was signed on 
behalf of the United States of America on December 16, 1953. Its 
purpose is to effect the transfer to the United Nations of certain 
duties and functions performed by the League of Nations under the 
terms of the slavery convention. 

I transmit also, for the information of the Senate, the report of the 
Secretary of State regarding the protoc ol 


Dwicutr D. EiseNHOWER. 
(Enclosures: (1) Report of the secretary ot State: ) protocol 
amending 1926 slavery convention (certified copy 


$2118 








2 PROTOCOL AMENDING SLAVERY CONVENTION 


DrPARTMENT OF STATE, 
Washington, May 17, 1954. 
The PresipEnt, 
The White House: 

I have the honor to submit to you, with the recommendation that 

be transmitted to the Senate for advice and consent to ratification, 
a certified copy of a eer amending the slavery convention signed 
at Geneva on September 25, 1926. 

The purpose of the aeutncel is to formally transfer to the United 
Nations certain powers and functions which were exercised by the 
League of Nations under the 1926 slavery convention, to which the 
United States became a party on March 21, 1929. A request that 
the Secretary General of the United Nations undertake the drafting 
of such a protocol was set forth, inter alia, in resolution 475 (XV) of 
the Economic and: Social Council of the United Nations, adopted on 
April 27, 1953, as a result of the Council’s consideration of a report 
by the Secretary General concerning slavery, the slave trade, and 
other forms of servitude. By a resolution adopted on October 23, 
1953 (A/Resolution/115) the General Assembly of the United Nations, 
expressing its desire of continuing international cooperation relating 
to the elimination of slavery, approved the protocol prepared in 
accordance with the request of the Economic and Social Council. 
The protocol was opened for signature at the headquarters of the 
United Nations, New York, on December 7, 1953, and was signed 
“Subject to acceptance” on behalf of the United States of America 
by the United States representative to the United Nations on Decem- 
ber 16, 1953. 

Under the provisions of article I of the protocol the states parties 
to the protocol undertake that, as between themselves, they will 
attribute full legal force and effect to and duly apply certain amend- 
ments to the 1926 convention contained in an annex to the protocol. 
It will be observed that the amendments do not change the terms 
of the convention with regard to matters of substance but merely 
give formal recogaition to procedural changes required by the dis- 
solution of the League of Nations and the creation of the United 
Nations. 

The majority of the amendments relate to depositary matters, 
providing that the Secretary General of the United Nations shall 
replace the Secretary General of the League of Nations with respect 
to such activities as the receipt of laws and regulations adopted for the 
purpose of implementing the convention, the receipt of denunciations 
and instruments of accession, together with notification thereof to 
parties to the convention, and the transmittal of certified copies of 
the convention to countries being invited to become parties to the 
convention. 

[t is also provided, with respect to the settlement of disputes relat- 
ing to the interpretation or application of the convention, that the 
Permanent Court of International Justice shall be replaced by the 
{nternational Court of Justice. The United States, since it did not 
become a party to the protocol of December 16, 1920, relating to the 
Permanent Court of International Justice, was entitled under the 
terms of the 1926 convention (art. 8) to employ certain alternative 
procedures for the settlement of such disputes rather than submit 
them to the Permanent Court for decision. Under the provisions of 
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article 8 of the convention as amended by the present protocol the 
United States, as a party to the Statute of the International Court of 
Justice, will be required, in relation to other states parties to the 
statute, to submit disputes of this character to the International 
Court of Justice. 

Although the protocol, in accordance with the provisions of article 
III thereof, entered into force on December 7, 1953, the amendments 
to the slavery convention contained in the annex to the protocol do 
not come into force until 23 of the states parties to the convention 
shall have become parties to the protocol. Any state which becomes 
a party to the convention after the amendments have come into force 
will become a party to the convention as sa amended. 

Agreements similar in purpose to the present protocol, although 
relating to other fields, have previously been submitted to the Senate 
and have received the advice and consent of that body to ratification. 
Those agreements are a protocol signed at Lake Success on December 
11, 1946, amending certain agreements, conventions, and protocols on 
narcotic drugs (S. Ex. N, 80th Cong., Ist sess.), and two protocols 
signed at Lake Success on May 4, 1949, one amending the 1904 agree- 
ment and 1910 convention for the suppression of the white-slave traffic 
(S. Ex. B, 81st Cong., 2d sess.), and the other amending the 1910 
agreement for the suppression of the circulation of obscene publica- 
tions (S. Ex. C, 81st Cong., 2d sess.). The present protocol follows 
the pattern laid down in the earlier protocols and, like its predecessors, 
will provide the proper legal basis for the continuation by the United 
Nations of the functions with regard to the slavery convention per- 
formed by the League of Nations. 

Respectfully submitted. 

JOHN Foster DULLEs. 


(Enclosure: Protocol amending 1926 slavery convention (certified 
copy).) 


PROTOCOL AMENDING THE SLAVERY CONVENTION 
SIGNED AT GENEVA ON 25 SEPTEMBER 1926 
The States Parties to the present Protocol, 


Considering that under the Slavery Convention signed at 
Geneva on 25 September 1926 (hereinafter called “the conven- 
tion’’) the League of Nations was invested with certain duties 
and functions, and 

Considering that it is expedient that these duties and functions 
should be continued by the United Nations. 

Have agreed as follows: 


ARTICLE | 


The States Parties to the present Protocol undertake that as 
between themselves they will, in accordance with the provisions of 
the Protocol, attribute full legal force and effect to and duly apply 
the amendments to the Convention set forth in the annex to the 
Protocol. 
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ArticLe II 


|. The present Protocol shall be open for signature or acceptance 
by any of the States Parties to the Convention to which the Secretary- 
General has communicated for this purpose a copy of the Protocol. 
States may become Parties to the present Protocol by: 
a) Signature without reservation as to acceptance; 
6) Signature with reservation as to acceptance, followed by 
acceptance 5 
c) Acceptance 
Acceptance shall be effected by the deposit of a formal instru- 
ment with the Secretary-General of the United Nations. 


Artic.Le III 


1. The present Protocol shall come into force on the date on which 
two States shall have become Parties thereto, and shall thereafter 
come into force in respect of each State upon the date on which it 
becomes a Party to the Protocol 

2. The amendments set forth in the annex to the present Protocol 
shall come into force when twenty-three States shall have become 
Parties to the Protocol, and consequently any State becoming a Party 
to the Convention, after the amendments thereto have come into 
force, shall become a Party to the Convention as so amended. 


ARTICLE IV 


In accordance with paragraph 1 of Article 102 of the Charter of 
the United Nations and the regulations pursuant thereto adopted by 
the General Assembly, the Secretary-General of the United Nations 
is authorized to effect registration of the present Protocol and of the 
amendments made in the Convention by the Protocol on the respec- 
tive dates of their entry into force and to publish the Protocol and 
the amended text of the Convention as soon as possible after registra- 
tion. 


ArTIcLE \ 


The present Protocol, of which the Chinese, English, French, 
Russian and Spanish texts are equally authentic, shall be deposited 
in the archives of the United Nations Secretariat. The texts of the 
Convention to be amended in accordance with the annex being 
authentic in the English and French languages only, the English and 
French texts of the annex shall be equally authentic, and the Chinese, 
Russian and Spanish texts shall be translations. The Secretary- 
General shall prepare certified copies of the Protocol, including the 
annex, for communication to States Parties to the Convention, as 
well as to all other States Members of the United Nations. He shall 
likewise prepare for communication to States, including States not 
Members of the United Nations, upon the entry into force of the 
amendments as provided in article III, certified copies of the Con- 
vention as so amended. 

IN WITNESS WHEREOF the undersigned, being duly authorized 
thereto by their respective Governments, signed the present Protocol 
on the date appearing opposite their respective signatures. 

Done at the Headquarters of the United Nations, New York, this 
seventh day of December one thousand nine hundred and fifty-three. 
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ANNEX vo tHE PrRoi1ocoL AMENDING 1HE SLAVERY CONVENTION 
SIGNED AT GENEVA ON 25 SEPTEMBER 1926 


In article 7 “the Secretary-General of the United Nations’’ shall 
be substituted for ‘the Secretary-General of the League of Nations’. 

In article 8 “the International Court of Justice’? shall be sub- 
stituted for “the Permanent Court of International Justice’, and 
“the Statute of the International Court of Justice’”’ shall be substituted 
for ‘‘the Protocol of December 16th, 1920, relating to the Permanent 
Court of International Justice” 

In the first and second paragraphs of article 10 “‘the United Nations” 
shall be substituted for ‘‘the League of Nations’’. 

The last three paragraphs of article 11 shall be deleted and the 
following substituted: 

“The present Convention shall be open to accession by all States, 
including States which are not Members of the United Nations, to 
which the Secretary-General of the United Nations shall have com- 
municated a certified copy of the Convention. 

“Accession shall be effected by the deposit of a formal instrument 
with the Secretary-General of the United Nations, who shall give 
notice thereof to all States Parties to the Convention and to all other 
States coniemplated in the present article, informing them of the 
date on which each such instrument of accession was received in 
deposit.”’ 

In article 12 “the United Nations” shal! be substituted for ‘“‘the 
League of Nations’’. 


For Afghanistan: 
For Australia: 
W. D. Forsytru 9th December 1953 
For Austria: 
Sous réserve de ratification 
Heinrich HAYMERLE 


For the Kingdom of Belgium: 
For Bulgaria: 
For the Union of Burma: 


For Canada: 
Davin M. JoHNSON 17 Dee. 195: 
For China: 
Subject to ratification 
Cruine Liv Hsta 


For Cuba: 
For Czechoslovakia: 
For Denmark: 


For Ecuador: 
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For Egypt: 
For Finland: 


For France: 
Sous réserve de ratification 
Henri Hoprenor 
For Greece: 
Subject to ratification 
Auexis Kyrou 
For Haiti: 


For Hungary: 
For India: 
For Indonesia: 
For Iraq: 

For Ireland: 
For Italy: 

For Lebanon: 


For Liberia: 
Epwin A. MorGAN 


For Mexico: 


For Monaco: 


For the Kingdom of the Netherlands: 


Sous réserve de ratification 
D. J. von BALLUSECK 
For New Zealand: 
L. K. Munro 


For Nicaragua: 

For the Kingdom of Norway: 
For Poland: 

For Portugal: 

For Romania: 

For Sweden: 


For Switzerland: 
A. LinptT 


CONVENTION 


14 janvier 1954 


15*Dée. 1953 


16 December 1953 
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For Syria: 
For Turkey: 
For the Union of South Africa: 
JORDAAN 29 Dec. 1953 
For the United Kingdom of Great Britain and Northern Ireland: 
Eve_yN EMMET 
For the United States of America: 
Subject to acceptance 
Henry Casort Lopae, Jr. December 16, 1953 


For Yugoslavia: 


Certified true copy 
For the Secre tary-Ge neral: 
YuEN-Li Liane 
Acting Principal Director in charge of the Legal Department 


CY 
Y 
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CONVENTION WITH BELGIUM RELATING TO TAXES 
ON ESTATES AND SUCCESSIONS 


MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED 


TRANSMITTING 


A CONVENTION BETWEEN THE UNITED STATES OF AMERICA 
AND BELGIUM FOR THE AVOIDANCE OF DOUBLE TAXATION 
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT 
TO TAXES ON ESTATES AND SUCCESSIONS, SIGNED AT WASH- 
INGTON ON MAY 27, 1954 


————$—————— 


JUNE 22, 1954.—Convention was read the first time and the injunction of secrecy 
was removed therefrom The convention, the President’s re of trans 
mittal, and all accompanying papers were referred to the Connit on Foreign 


Relations and ordered to be printed for the use of the Senate 


Tue Wuite House, June 22, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the convention between the United 
States of America and Belgium for the avoidance of double taxation 
and the prevention of fiscal evasion with respect to taxes on estates 
and successions, signed at Washington on May 27, 1954. 

I also transmit for the information of the Senate the report by the 
Acting Secretary of State with respect to the convention. The con- 
vention has the approval of the Department of State and the 
Department of the Treasury. 

Dwicut D. ErseNHOWER. 
(Enclosures: (1) Report by the Acting Secretary of State; (2) con- 


vention with Belgium relating to taxes on estates and successions. 
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DrPARTMENT OF STATE, 
Washington, June 12, 1954. 
The PRresIDEN?, 
The White House: 

The undersigned, the Acting Secretary of State, has the honor to 
lay before the President, with a view to its transmission to the Senate 
to receive the advice and consent of that body to ratification, if the 
President approve thereof, a convention between the United States of 
America and Belgium for the avoidance of double taxation and the 
prevention of fiscal evasion with respect to taxes on estates and suc- 
cessions, signed at Washington on May 27, 1954. 

The Department of State and the Department of the Treasury 
cooperated in the negotiation of the convention, after public announce- 
ment of the contemplated negotiations. It has the approval of both 
Departments. 

In principle and substance the provisions of this convention have 
the same basic objectives and effect as estate-tax conventions which 
have been entered into by the United States with a number of other 
countries, including such conventions now in force with Australia, 
Canada, Finland, France, Greece, Ireland, Norway, Switzerland, the 
Union of South Africa, and the United Kingdom. 

The imposition and collection by both the United States and a 
foreign country of taxes on the same estate or succession often result 
in double taxation of a severe character. A convention of the kind 
submitted herewith is an important and practical step toward the 
elimination of double taxation in connection with the settlement in one 
of the countries of estates in which nationals of the other country have 
interests. The negotiation and conclusion of conventions to give re- 
lief from such double taxation have been strongly supported by both 
the taxpayers and the tay authorities. The provisions of the con- 
vention with Belgium are believed to be in harmony with the policies 
expressed by the Senate in approving tax conventions. 

Article I describes the taxes to which the convention relates. So 
far as the United States is concerned, the convention would be 
applicable only to the Federal estate tax, which is imposed upon the 
transfer of the estate and not upon the receipt of beneficial shares. 
The convention would not apply to estate or inheritance taxes imposed 
by the several States of the United States, the U istrict of Columbia, or 
the Territories or possessions of the United States. So far as Belgian 
taxes are concerned, the convention would apply to the suecession 
duty and the duty on transfer by death. 

Article II contains definitions of certain terms found in the conven- 
tion, with a provision that in applying the provisions any term not 
otherwise defined shall, unless the context otherwise requires, have 
the meaning which that term has under the tax laws of the country 
imposing the tax. Paragraph (2) deals with the determination of 
domicile or nationality by providing that, for the purposes of the 
convention, each country may determine in accordance with its own 
laws whether a decedent at the time of death was domiciled in that 
country or a national thereof. 

Article III lays down rules with respect to the situs of property. 
These rules are a particularly important feature of the convention, 
as in the cases of conventions of this kind with other countries. 
Specific rules are given as to various types of property or property 
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rights and are applicable both for the purpose of imposition of tax 
and for the purpose of credit. Rules of situs are set forth with 
respect to real property; tangible personal property in general; debts, 
with certain exceptions; bills of exchange and checks; shares or stock 
in a corporation; ships and aircraft; goodwill as a trade, business, or 
professional asset; patents, trade-marks and designs; copyrights, 
franchises, rights to artistic and scientific works and rights or licenses 
to use any copy-righted material, artistic and scientific works, patents, 
trade-marks or designs; and rights or causes of action ex delicto. 
There is a general rule to the effect that the situs of property not 
otherwise expressly covered shall be deemed to be situated in the 
country in which the deceased person was domiciled at the time of 
death. 

Article IV contains the provisions relating to exemption with respect 
to nondomiciliary alien decedents. Corresponding provisions are in 
the estate-tax conventions now in force with Australia, Canada, Fin- 
land, France, Greece, Norway, and Switzerland. The provisions 
have the effect of liberalizing the United States rule in regard to the 
specific exemption of $2,000 in cases of estates of nondomiciliary alien 
decedents to the extent that the convention would apply to such es- 
tates. The formula for prorating an exemption is set forth. It is 
provided that, with specified exce ptions, the ae imposing tax 
shall not take into account property situated outside that country in 
determining the amount or rate of tax. 

Article V contains the credit provisions. As usual in such con- 
ventions, the principal method provided by the convention with 
Belgium for the avoidance of double taxation with respect to estates 
and successions is the credit system. The country imposing tax on 
property situated outside that country will allow credit for taxes 
paid to the other country on the same property. Paragraph (1) 
provides that where the United States taxes property on the basis 
of domicile or citizenship and Belgium taxes the same property on 
the basis that the decedent was an inhabitant of peigiin at the time 
of death, each country will allow a credit for tax imposed by the other 
country with respect to property situated in such other country and 
included for tax purposes by both. 

Paragraph (2) of article V allows a further credit, applicable either 
to property which is situated outside both of the countries or to prop- 
erty which may, in some cases, be regarded as situated in both coun- 
tries. This credit is applicable in cases (a) where the decedent was a 
United States citizen and an inhabitant of Belgium or (+) where the 
United States regards the decedent as having been domiciled in this 
country and Belgium regards the decedent as having been an inhabi- 
tant of Belgium. The allowable credit is an amount equal to the tax 
imposed with respect to such property by the country imposing the 
smaller amount of tax thereon. The two countries would share the 
credit in proportion to the amount of tax imposed by each with respect 
to such property. The credit cannot exceed the tax of the crediting 
country attributable to the property which is subjected to tax by 
both countries. 

Pursuant to paragraph (3) of article V, the credit authorized by the 
convention is to be computed after allowance for other credits against 
the tax. As in other conventions of this kind, the credit is subordi- 
nated to the credit authorized by section 813 (b) of the Internal 
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Revenue Code for estate, inheritance, legacy, or succession taxes paid 
to a State, Territory, or possession of the United States or the District 
of Columbia. The convention does not affect the credit authorized 
by section 813 (b) with respect to such taxes or the credit for gift 
tax authorized by sections 813 (a) and 936 (b) of the Internal Revenue 
Code. 

Paragraph (4) of article V provides that any claim for credit or for 
refund of tax resulting from application of the credit provisions must 
be filed within 6 years from the date of death of the decedent and, 
further, that no interest will be allowed in regard to any amount so 
refunded. Paragraph (5) precludes the final allowance of credit until 
the tax of the other country has been paid. 

Article VI establishes a system of reciprocal administrative coopera- 
tion between the competent authorities of the two countries, specify- 
ing the conditions under which information may be exchanged to 
facilitate administration in cases involving taxes to which the con- 
vention relates. It is provided that the information exchanged shall 
not be disclosed to any person other than the tax authorities and that 
no information shall be exchanged which would disclose any trade 
secret or trade process. 

Article VII authorizes the taxpayer to appeal against action of the 
tax administrations which has resulted or will result in double taxation 
contrary to the provisions of the convention. Such appeal is to. be 
made (a) to the government of the country of which he is a citizen, 
or (b) to the government of the country of which he is a domiciliary 
if he is not a citizen of either country, or (c) to the government of the 
country in which the taxpayer is created or organized if the taxpayer 
is a corporation or other juridical person. If the claim is upheld, 
the competent authorities of the two countries are to come to an 
agreement with a view to equitable avoidance of the double taxation 
in question 

Article VII] provides (a) that the convention shall not be construed 
so as to merease the taxes imposed by the two countries, (b) that the 
competent authorities of the two countries may settle by mutual 
agreement any difficulty or doubt as to interpretation or application 
of the convention, and (c) that the competent authorities may com- 
municate directly with each other for the purpose of giving effect 
to the provisions of the convention. 

Article LX prescribes the procedure, similar to that provided in the 
income-tax convention now in force between the two countries (con- 
vention of October 28, 1948, S. Ex. 1, 81st Cong., Ist sess.), whereby 
the operation of the convention, or such provisions thereof as may be 
found appropriate and specified in the formal notification, may be 
extended to colonies or overseas territories which impose taxes sub- 
stantially similar in character to those which are the subject of the 
convention. 

Article X provides for ratification and prescribes that the conven- 
tion shall come into force on the date of exchange of instruments of 
ratification and shall be effective only as to the estates or successions 
of persons dying on or after such date. It is provided also that either 
party to the convention may terminate it at any time after a period of 
5 years from its entry into force by giving to the other party notice of 
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termination, in which event the convention shall cease to be effective 
six months after the date of such notice. 
Respectfully submitted. 
Rosert Murpry, 
Acting Secretary. 
(Enclosure: Convention with Belgium relating to taxes on estates 
and successions. ) 


CONVENTION BETWEEN THE UNITED STATES OF AMER- 
ICA AND BELGIUM FOR THE AVOIDANCE OF DOUBLE 
TAXATION AND THE PREVENTION OF FISCAL EVASION 
WITH RESPECT TO TAXES ON ESTATES AND SUCCES- 
SIONS 


The Government of the United States of America and the Govern- 
ment of Belgium, desiring to conclude a Convention for the avoidance 
of double taxation and the prevention of fiscal evasion with respect 
to taxes on estates and successions, have appointed for that purpose 
as their respective Plenipotentiaries: 

The Government of the United States of America: 
John Foster Dulles, secretary of State of the United States 
of America, 
and 
The Government of Belgium: 
Baron Silvereruys, Ambassador Extraordinary and Pleni- 
potentiary of Belgium at Washington, 
who, having communicated to each other their full powers, found in 


good and due form, have agreed upon the following Articles: 
RTI¢ [ 
1) The taxes referred to in this Conventior the followi 
a) In the case of the United States of An the Federal 
estate tax, and 
b) Ln the case of Jelerun the succession d and the di ty 
on transfer by death 
2) The present Convention shall also ap | to i other death 
duties of a substantially similar character imposed by either contract- 


ing State subsequently to the date of signature of the present Con- 
vention. 
ARTICLE I 


(1) As used in this Convention: 

(a) The term ‘United States’? means the United States of 
America, and when used in a geographical sense includes only 
the States, the Territories of Alaska and Hawau, and the District 
of Columbia. 

(b) The term “Belgium” means the Kingdom of Belgium, 
excluding the Colony of the Belgian Congo and the territories 
under Belgian mandate. 

(c) The term ‘‘tax’’ means the Federal estate tax imposed by 
the United States, or the succession duty or the duty on transfer 
by death imposed by Belgium, as the context requires. 
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(d) The term “competent authority’? means, in the case of the 
United States, the Commissioner of Internal Revenue, as author- 
ized by the Secretary of the Treasury, and in the case of Belgium, 
the Directeur General de l’Enregistrement et des Domaines or 
his duly authorized representative. 

(2) For the purposes of the present Convention, the question 
whether a decedent was at the time of his death a national of or 
domiciled in the United States or an inhabitant of Belgium, shall be 
determined in accordance with the law in force in such State. 

(3) In the application of the provisions of the present Convention 
by one of the contracting States, any term not otherwise defined 
shall, unless the context otherwise requires, have the meaning which 
such term has under its own law. 


ARTICLE III 


In the case of the death of a person who at the time of his death 
was a national of or domiciled in the United States or an inhabitant of 
Belgium, the situs of any of the following property or property rights 
shall, for the purposes of the es . the tax, a for the purposes 
of the credit authorized by Article V, be determined exclusively in 
accordance with the following aoe 

a) Real property shall be deemed to be situated at the place 
where the land involved is located. The question whether any 
property or right in property constitutes real property shall be 
determined in accordance with the law of the place where the 
land involved is located. 


b) Tangible personal property (other than such property for 


which specific provision 1s hereinafter made) and bank or currency 

otes | other forms of currency rec Zed as legal tender in 

the place of issue shall be deemed to be situated at the place \ here 

hy TD! ert mr ¢ renev is Dh ical] located at he time of 
de: fan tr fu, at the place of destination. 

| bts (ineludine indemnities. insuranee and bonds but not 

( otiable promissory notes, checks and bills of exchange 

) Vision is hereinafter made) shall be deemed to be 

L I plac where the debtor resides, or, 1 the de btor 


corporation, at the plac ein or under the laws of which such 
corporation vas created or organized 
a Bills of exchange and cheeks shall be deemed to be situated 


at the place of the drawee’s residence, at id I wotiable promissory 


‘ 


notes at the place of 


residence of the maker 

( Shares 0 LO In a corporation neluding shares or stock 
held by a nominee where the beneficial ownership is evidenced by 
scrip certificates or otherwise) shall be deemed to be situated at 
the place in or under the laws of which such corporation was 

reated or oreanized 

f) Ships and aireraft and shares thereof shall be deemed to be 
situated at the place of registration or documentation of the ship 
or aircraft. 

¢) Goodwill as a trade, business or professional asset shall be 
deemed to be situated at the place where the trade, business or 
profession to which it pertains is carried on. 





CONVENTION WITH BELGIUM RELATING TO TAXES 7 


(h) Patents, trade-marks and designs shall be deemed to be 
situated at the place where they are registered or, if not registered, 
where used. 

(i) Copyrights, franchises, rights to artistic and scientific works 
and rights or licenses to use any copyrighted material, artistic 
and scientific works, patents, trade-marks or designs shall be 
deemed to be situated at the place where the rights arising 
therefrom are exercisable. 

(j) Rights or causes of action er delicto surviving for the benefit 
of an estate of a decedent shall be deemed to be situated at the 
place where such rights or causes of action arose. 

(k) All property other than hereinbefore mentioned shall be 
deemed to be situated in the State in which the deceased person 
was domiciled at the time of his death. 


ARTICLE IV 


(1) If the United States imposes tax in the case of a decedent who 
at the time of his death was not a national of or domiciled therein 
but was an inhabitant of Belgium, the United States: 

(a) shall allow a specific exemption, which would be allowable 
under its law if the decedent had been domiciled in the United 
States, in an amount not less than the proportion thereof which 
the value of the property subjected to its tax bears to the value 
of the property which would have been subjected to its tax if 
the decedent had been domiciled in the United States; and 

(b) shall (except for the purpose of subparagraph (a) of this 
paragraph aad for the purpose of any other proportionate allow- 
ance otherwise provided take no account of property situated 


ba 7) 


according to Article III outside the United States in det rmininge 
the amount or rate of tay 
(2) If Belgium imposes tax in the case of a decedent who at the tim: 
of his death was not an inhabitant thereof but was a national of or 
domiciled in the United States, Belgium: 

(a) shall allow a specific exemption, which would be allowable 
under its law if the decedent had been an inhabitant of Belgium, 
in an amount not less than the proportion hereof which the value 
of the property subjected to its tax bears to the value of the prop- 
erty which would have been s ibjected to its tax if the decedent 
had been an inhabitant of Belgium; and 

(b) shall (except for the purpose of subparagraph (a) of this 
paragraph and for the purpose of any other proportionate allow- 
ance otherw ise provided take no account of property situated 
according to Article III outside Belgium in determining the 
amount or rate of tax. 

ARTICLE V 


(1) If the United States determines that the decedent was a national 
of or domiciled in the United States at the time of his death, and 
Belgium determines that the decedent was an inhabitant of Belgium 
at the time of his deatb, each contracting State shall allow against 
its tax (computed without application of this Article) a credit for 
the tax imposed by the other contracting State with respect to prop- 
erty situated in such other contracting State and included for tax 
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purposes by both States, but the amount of the credit shall not 
exceed the portion of the tax imposed by the former State which is 
attributable to such property. The provisions of this paragraph shall 
not apply with respect to any property referred to in paragraph (2) 
of this Article. 

(2) If each contracting State imposes tax on any property situated 
outside both contracting States (or deemed situated in both con- 
tracting States), each contracting State shall allow against so much 
of its tax (computed without application of this Article) as is attrib- 
utable to such property, a credit which bears the same proportion to 
the amount of its tax so attributable or to the amount of the other 
contracting State’s tax attributable to the same property, whichever 
is the less, as the former amount bears to the sum of both amounts. 

8) The eredit authorized by this Article, if applicable, shall be 
in lieu of any credit for the same tax authorized by statute of the 
crediting State, the credit applicable for the particular tax being either 
the credit authorized by this Article or the credit authorized by such 
statute, whichever benefit is the greater. For the purposes of this 
Article, the amount of the tax in each contracting State attributable to 
any particular property shall be ascertained after taking into account 
any applicable diminution or credit against its tax with respect to 
such property, other than the credit to be allowed under this Article 
provided, however, in case credits are allowable with respect to the 
same property pursuant to any other Convention in force between 
the crediting State under this Convention and any other State or 
pursuant to a statute of the crediting State, the total of such credits 
hall not exceed the amount of tax of such crediting State attributabl 


LO ich propertly ¢ ymputed before allowances f such ( redits 


( 
{) No eredit or refund of any amount of tax resulting from the 


application of this Article shall be made after six vears from the dat 
of the decedent’s death unless claim therefor was filed within such 

Te} Any efund of tax resultin from. the appli ition of this 
\ t] payment of interest on the amount 

Liv 

») A aimst tan nposed by one of the contracting Sta 
hall 3 be finally allowed for tax imposed by the other contracting 
State until the latter tax (reduced by credit allowable ler thi 
\ if \ } sS De pi 


ARTICLE VI 


l The competent authorities of th contracting States shall ex- 
change such information (being information available under the re- 
spective taxation laws of the contracting States) as is necessary for 


carrving out the provisions of the present Convention or for the 
prevention of fraud or for the effective administration of the taxes 
which are the subject of the present Convention 

2) Any information so exchanged shall be treated as secret and 
shall not be disclosed to any person other than the tax authorities of 
the contracting States. No information shall be exchanged which 
would disclose any trade secret or trade process. 
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ARTICLE VII 


Where a taxpayer shows proof that the action of the tax administra- 
tions of the contracting States has resulted or will result in double 
taxation contrary to the provisions of this Convention, he shall be 
entitled (within a period of two years from the date of the notification 
of the tax which has been last asserted or proposed, or of the payment 
of the tax if such payment has been made prior to notification) to 
lodge a claim with the State of which he Is a citizen. or if he is nota 
citizen of either of the contracting States, with the State of which he 
is a domiciliary, or, if the taxpayer is a corporation or other juridical 
person, with the State in which it is created or oreanized. Should the 
claim be upheld, the competent authorities of the two contracting 
States shall come to an agreement with a view to equitable avoidance 
of the double taxation in question 


(1) The provisions of this Convention shall not be construed so as 
to increase the taxes imposed by the contract ng States. 

(2) Should any difficulty or doubt arise as to the interpretation or 
application of this Convention or its relationship to Conventions 
between one of the contracting States and any other State, the com- 
petent authorities of the contracting States may settle the question 
by mutual agreement. 

(3) The competent authority of each contracting State may com- 
municate directly with the competent authority of the other con- 
tracting State for the purpose of giving effect to the provisions of this 
Convention, 

ARTICLE IX 


(1) Either of the contracting States may, at the time of exchange of 
instruments of ratification or thereafter while the present Convention 
continues in force, by a written notification of extension given to the 
other contracting State through diplomatic channels, declare its 
desire that the operation of the present Convention, either in whole 
or as to such provisions thereof as may be deemed to have special 
application, shall extend to any of its colonies or overseas territories 
which imposes taxes substantially similar in character to those which 
are the subject of the present Convention. 

(2) In the event that a notification is given by one of the contract- 
ing States in accordance with paragraph (1) of this Article, the present 
Convention, or such provisions thereof as may be specified in the 
notification, shall apply to any territory named in such notifies ion 
with respect to the estates or successions of persons dving on or after 
the first day of January following the date of a written communica- 
tion through diplomatic channels addressed to such contracting State 
by the other contracting State, after such action by the latter State 
as may be necessary in accordance with its own procedures, stating 
that such notification is accepted in respect to such territory. In 
the absence of such acceptance, none of the provisions of the present 
Convention shall apply to such territory. 

(3) At any time after the expiration of one year from the effective 
date of an extension made by virtue of paragraphs (1) and (2) of this 
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Article, either of the contracting States may, by a written notice of 
termination given to the other contracting State through diplomatic 
channels, terminate the applic ation of the present Convention to any 
territory to which the Convention, or any of its provisions, has been 
extended. In that case, the present Convention, or the provisions 
thereof specified in the notice of termination, shall cease to be appli- 
cable to any of the territories named in such notice of termination 
with respect to the estates or successions of persons dying on or after 
the first day of January following the expiration of a period of six 
months after the date of such notice; provided, however, that this 
shall not affect the continued application of the Convention, or any 
of the provisions thereof, to the United States, to Belgium, or to any 
territory (not named in the notice of termination) to which the Con- 
vention, or such provision thereof, applies. 

(4) For the application of the present Convention to any territory 
to which it is extended by the United States or by Belgium, references 
to ‘‘the United States’’ or to “Belgium” or to one or the other con- 
tracting State, as the case may be, shall be construed to refer to such 
territory. 

(5) For the purposes of the present Convention, the Belgium Congo 
shall be considered to be a Belgian territory to which the provisions 
of this Article shall apply. 

ARTICLE X 


(1) This Convention shall be ratified and the instruments of rati- 
fication shall be exchanged at Brussels as soon as possible. 

(2) This Convention shall come into force on the date of exchange 
of instruments of ratification and shall be effective only as to the 
estates or successions of persons dying on or after such date. 

(3) This Convention shall remain in force for a period of five years 
beginning with such date and indefinitely after that period, but may 
be terminated by either of the contracting States at the end of the 
five-vear period or at any time thereafter, provided that at least six 
months’ prior notice of termination has been given. 

Done at Washington, in duplicate, in the English and French 
languages, the two texts having equal authenticity, this twenty- 
seventh day of May, 1954. 


For the Government of the United States of America: 
[seAL] Joun Foster Duties 


For the Government of Belgium: 


O 


[SEAL] SILVERCRUYS 
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2d Session 


SUPPLEMENTARY PROTOCOL WITH THE UNITED 
KINGDOM OF GREAT BRITAIN AND NORTHERN 
IRELAND RELATING TO TAXES ON INCOME 


MESSAG-E 


FROM 


THE PRESIDENT OF THE UNITED STATES 


THE SUPPLEMENTARY PROTOCOL BETWEEN THE UNITED STATES 
OF AMERICA AND THE UNITED KINGDOM OF GREAT BRITAIN 
AND NORTHERN IRELAND, SIGNED AT WASHINGTON ON MAY 25, 
1954, AMENDING THE CONVENTION FOR THE AVOIDANCE OF 
DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION 
WITH RESPECT TO TAXES ON INCOME SIGNED AT WASHINGTON 
ON APRIL 16, 1945, AS MODIFIED BY ‘THE SUPPLEMENTARY 
PROTOCOL SIGNED AT WASHINGTON ON JUNE 6, 1946 


JUNE 22, 1954.—Protocol was read the first time and the injunction of secrecy 
was removed therefrom. The protocol, the President’s message of trans- 
mittal, and all accompanying papers were referred to the Committee on 


Foreign Relations and ordered to be printed for the use of the Senate 


Tue Wuire Howse, June 22, 1954. 


To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the supplementary protocol between 
the United States of America and the United Kingdom of Great 
Britain and Northern Ireland, signed at Washington on May 25, 
1954, amending the convention for the avoidance of double taxation 
and the prevention of fiscal evasion with respect to taxes on income 
signed at Washington on April 16, 1945, as modified by the supple- 
mentary protocol signed at Washington on June 6, 1946 

I also transmit for the information of the Senate the report by the 


Acting Secretary of State with respect to the supplementary protocol 
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of May 25, 1954. That protocol has the approval of the Department 
of State and the Department of the Treasury. 


Dwicut D. E1seENHOWER. 


(Enclosures: (1) Report by the Acting Secretary of State; (2) sup- 
plementary protocol signed May 25, 19: 54, amending the income-tax 
convention of April 16, 1945, as modified by the protocol of June 6, 
1946, with the United.-Kingdom.) 


DEPARTMENT OF STATE, 
Washington, June 12, 1954. 
The PRESIDENT, 
The White House: 

The undersigned, the Acting Secretary of State, has the honor to 
lay before the President, with a view to its transmission to the Senate 
to receive the advice and consent of that body to ratification, if the 
President approve thereof, a supplementary protocol between the 
United States of America and the United Kingdom of Great Britain 
and Northern Ireland, signed at W ashington on May 25, 1954, 
amending the convention for the avoidance of double taxation and the 
prevention of fiscal evasion with respect to taxes on income signed at 
Washington on April 16, 1945, as modified by the supplementary 
protocol signed at Washington on June 6, 1946. 

The supplementary protocol submitted herewith has the sole pur- 
pose of modifying the territorial-extension provisions of the 1945 con- 
vention (60 Stat. 1391; S. Ex. E, 79th Cong., Ist sess.) in such a way 
as to make the proc edure specified therein consistent with correspond- 
ing provisions in tax conventions in force between the United States 
and certain other countries, particularly the income- — convention of 
April 29, 1948, with the Netherlands (62 Stat., pt. 2, 1757; 5. Ex. I, 
80th Cong., 2d sess.). The protocol has two artic lee’ 

Article | would amend paragraph (1) of article XXII of the 1945 
convention, which sets forth the procedure by which the convention 
may be extended to overseas territories. That procedure makes it 
possible for either country to give formal notification of a desire that 
the convention apply to “‘all or any of its colonies, overseas territories, 
protectorates, or territories in respect of which it exercises a mandate, 
which impose taxes substantially similar in character to those which 
are the subject”? of the convention. A period of 60 days from the 
date of that notification is allowed for the country receiving the 
notification to act with respect to the matter. In the absence of a 
specific rejection, the extended application would be automatic at 
the end of the period of 60 days. In that event, the convention in its 
entirety would apply to the territories specified in the notification, 
no provision being made for modifying or eliminating any of the 
provisions of the convention so far as the territories are concerned. 

The 1945 convention with the United Kingdom was approved by 
the Senate and was brought into force in 1946. As a result of action 
taken, and policies expressed, by the Senate in approving tax conven- 
tions with certain other countries in 1948, 1951, and 1952, having the 
effect of deleting or modifying certain provisions similar to provisions 
which had been approved in the convention with the United Kingdom 
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(for example, provisions in the convention with the Netherlands re- 
garding the taxation of gains from the sale or exchange of capital 
assets and the taxation of undistributed earnings, profits, income, or 
surplus), it became apparent that any proposal involving extension 
of such provisions to British colonies or other territories would be 
open to question. It became necessary, therefore, to consider a for- 
mula by which, in extending the convention to territories, the applica- 
tioa of certain provisions would not be extended or could be extended 
with necessary modifications. Moreover, it was considered that the 
impractical 60-day time limit on action by the country receiving a 
notification should be eliminated. 

A workable precedent for territorial-extension provisions accom- 
plishing those objectives is found in the convention of 1948 with the 
Netherlands which entered into force after approval by the Senate 
during the 80th Congress. The pertinent article of that convention 
permits the giving of a notification with respect to Overseas areas so 
that the operation of the convention, ‘either in whole or as to such 
provisions thereof as may be deemed to have special application,” 
would be extended to such area. The time limitation was not in- 
cluded, so that either country can take as long as is needed to complete 
its study and final action with respect to a notification from the other 
country. 

The supplementary protocol submitted herewith amends article 
XXII (1) of the 1945 convention with the United Kingdom so that 
(a) certain provisions can be deleted or modified so far as extension 
to particular colonies or other territories 1s concerned; (6) no limitation 
of time is placed on action by either country in taking action with 
respect to a notification from the other; and (c) no extension would 
be effective until formally accepted by the country receiving the 
notification. 

In the event of any notification from the British Government, 
pursuant to the procedure provided by the convention, as amended, 
the procedure would be as follows: 

(a) The proposed extension with respect to particular British 
colonies or other territories will be subjected to a thorough study 
within the Department of the Treasury in order to determine, from 
the standpoint of tax administration, whether and to what extent the 
proposal can be accepted. 

(6) The text of the formal notification; embedying the proposal for 
extension to particular British colonies or other territories, will be 
communicated to the Senate for its consideration and approval. 

(c) A formal notification to the British Government of acceptance 
of such proposal by this Government will not be sent unless and until 
the Senate gives its approval. 

Article IT of the supplementary protocol provides that the protocol 
shall be regarded as an integral part of the convention, that it shall 
be ratified, and that instruments of ratification shall be exchanged. 
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The protocol has the approval of the Department of State and the 
Department of the Treasury. 

Respectfully submitted. 

Ropert Murpny, 
Acting Secretary. 

(Enclosure: Supplementary protocol signed May 25, 1954, amend- 
ing the income-tax convention of April 16, 1945, as modified by the 
protocol of June 6, 1946, with the United Kingdom.) 


SUPPLEMENTARY PROTOCOL AMENDING THE CONVEN- 
TION FOR THE AVOIDANCE OF DOUBLE TAXATION 
AND THE PREVENTION OF FISCAL EVASION WITH 
RESPECT TO TAXES ON INCOME, SIGNED AT WASHING- 
TON ON THE 16TH APRIL, 1945, AS MODIFIED BY THE 
SUPPLEMENTARY PROTOCOL, SIGNED AT WASHING- 
TON ON THE 6TH JUNE, 1946 


The Government of the United States of America and the Govern- 

ment of the United Kingdom of Great Britain and Northern Ireland, 

Desiring to conclude a further supplementary Protocol amend- 

ing the Convention for the Avoidance of Double Taxation and 

the Prevention of Fiscal Evasion with respect to Taxes on Income, 

signed at Washington on the 16th April, 1945, as modified by the 

supplementary Protocol, signed at Washington on the 6th June, 

1946, 
Have agreed as follows: 
ARTICLE I 


Paragraph (1) of Article XXII of the Convention of the 16th April, 
1945, for the Avoidance of Double Taxation and the Prevention of 
Fiscal Evasion with respect to Taxes on Income is hereby amended to 
read as follows: 

‘‘(1) Either of the Contracting Parties may, at any time while 
the present Convention continues in force, by a written notifica- 
tion given to the other Contracting Party through the diplomatic 
channel, declare its desire that the operation of the present Con- 
vention, either in whole or in part or with such modifications as 
may be found necessary for special application in a particular case, 
shall extend to all or any of its territories for whose international 
relations it is responsible, which impose taxes substantially similar 
in character to those which are the subject of the present Con- 
vention. When the other Contracting Party has, by a written 
communication through the diplomatic channel, signified to the 
first Contracting Party that such notification is accepted in respect 
of such territory or territories, the present Convention, in whole 
or in part or with such modifications as may be found ne cessary 
for special application in a particular case, as specified in the 
notification, shall apply to the territory or territories named in 
the notification on and after the date or dates specified therein. 
None of the provisions of the present Convention shall apply to 
any such territory in the absence of such acceptance in respect 
of that territory.” 


PROTOCOL WITH GREAT BRITAIN AND NORTHERN IRELAND 5 
ARTICLE II 


This supplementary Protocol, which shall be regarded as an integral 
part of the said Convention, shall be ratified and the instruments of 
ratification thereof shall be exchanged in London. 

IN WITNESS WHEREOF the undersigned, being authorized thereto by 
their respective Governments, have signed this supplementary 
Protocol and have affixed thereto their seals. 

Done in duplicate at Washington this twenty-fifth day of May, 
1954. 

For the Government of The United States of America: 

[seAL] JouN Foster DuLueEs 
Secretary of State of the United States of America 
For the Government of the United Kingdom of Great Britain and 
Northern Ireland: 
[seAL] RoGer MAkINns 
Her Majesty's Ambassador Extraordinary and 
Plenipotentiary at Washington 


cr 
/ 
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NOTIFICATION BY THE NETHERLANDS GOVERNMENT 
WITH RESPECT TO THE NETHERLANDS ANTILLES 


MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED STATES 


TRANSMITTING 


A NOTIFICATION EMBODIED IN A NOTE FROM THE NETHERLANDS 
AMBASSADOR IN WASHINGTON TO THE SECRIUTARY OF STATE 
DATED JUNE 24, 1952, WITH A VIEW TO EXTENDING THE OPERA- 
TION OF THE CONVENTION OF APRIL 29, 1948, RESPECTING 
TAXES ON INCOME AND CERTAIN OTHER TAXES, TO THE 
NETHERLANDS ANTILLES, WITH CERTAIN LIMITATIONS BY 
THE NETHERLANDS GOVERNMENT 


Juty 24, 1954.—The Notification was read the first time and the injunction of 
secrecy was removed therefrom and together with the President’s message 
and all accompanying papers, was referred to the Committee on Foreig 
Relations and ordered to be printed for the use of the Senate 


Tue Wuire House, July 24, 1954. 
To the Senate of the United States: 

With reference to the convention of April 29, 1948, between the 
United States of America and the Netherlands for the avoidance 
of double taxation and the prevention of fiscal evasion with respect 
to taxes on income and certain other taxes, I transmit herewith, for 
consideration and approval by the Senate, a notification given by the 
Government of the Netherlands, in accordance with article XXVII 
of that convention, with a view to extending the operation of the 
convention, with certain limitations, to the Netherlands Antilles 
The notification is embodied in a note dated June 24, 1952, addressed 
by the Netherlands Ambassador in Washington to the Secretary of 
State, a copy of which is transmitted herewith together with the 
report by the Secretary of State in regard to the proposed extension. 
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Upon the recommendation of the Department of State and the 
Department of the Treasury, it is urged that the Senate approve the 
extension to the Netherlands Antilles, as proposed, of provisions of 
the convention of 1948 with the Netherlands. 


Dwicut D. EISENHOWER. 


Enclosures: (1) Report by the Secretary of State; (2) copy of 
note of June 24, 1952, from the Netherlands Ambassador. ) 


DRPARTMENT OF STATE, 
Washington, July 20, 1954. 
The PRESIDENT, 
The White House. 

Tue Prestpent: The undersigned, the Secretary of State, has the 
honor to submit herewith, for transmission to the Senate to receive 
the approval of that body, a notification given by the Government of 
the Netherlands, in accordance with article X XVII of the convention 
of April 29, 1948, between the United States of America and the Neth- 
erlands for the avoidance of double taxation and the prevention of 
fiscal evasion with respect to taxes on income and certain other taxes, 
with a view to extending the operation of the convention, with certain 
limitations, to the Netherlands Antilles. The notification is embodied 
in a note dated June 24, 1952, addressed by the Netherlands Ambas- 
sador in Washington to the Secretary of State, a copy of which is 
enclosed for transmission to the Senate. 

The convention of 1948 with the Netherlands (Treaties and Other 
International Acts Series 1855; 62 Stat., pt. 2, 1757; S. Ex. I, 80th 
Cong., 2d sess.;5. Ex. Rept. No. 1 1, 80th C ong., 2d sess.) was approved 
by the Senate on June 17, 1948, subject to certain reservations which 
had the effect of deleting artic les XI and XIII thereof and of eliminat- 
ing from article XIV 


(a) references now appearing therein to article XIII and (b) any language which 
might prevent the taxation by United States of capital gains, if any, taxable 
under the revenue laws of the United States for the respective years in which such 
gains were realized. 

On November 19, 1948, after the Senate reservations had been 
communicated to and accepted by the Government of the Nether- 
lands, the convention of 1948 was ratified by the President, subject 
to those rese : ations, by the exchange of instruments of ratification 
on December 1, 1948, at which time there was signed by the respective 
ple nipotentis ies of the two countries a protocol of exchange in which 
the aforesaid reservations were textually set forth. 

Article XXVII of the convention of 1948 contains provisions in 
paragraph (1) whereby either party may, by a written notification to 
the other party through diplomatic channels 
declare the desire of the government of any overseas part of the Kingdom (in 
the case of the Netherlands) or overseas territory (in the case of the United 
States), which imposes taxes substantially similar in character to those which are 
the subject of the present Convention, that the operation of the present Conven- 
tion, either in whole or as to such provisions thereof as may be deemed to have 
special application, shall extend to such part or territory. 

It is provided in paragraph (2) that, in the event a notification is 
given by one of the parties in accordance with that procedure- 
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the present Convention, or such provisions thereof as may be specified in the 
notification, shall apply to any part or territory named in such notification on and 
after the first day of January following the date of a written communication 
through diplomatic channels addressed to such Contracting State by the other 
Contracting State, after such action by the latter State as may be necessary 
in accordance with its own procedures, stating that such notification is accepted 
in respect of such part or territory. In the absence of such acceptance, none of 
the provisions of the present Convention shall apply to such part or territory. 

The notification by the Government of the Netherlands proposing 
that the operation of the convention be extended to the Netherlands 
Antilles was given in accordance with article XXVII (1). 

Shortly after receipt of that notification, a copy of the note from the 
Netherlands Ambassador was sent by the Department of State to 
the Department of the Treasury, together with the material referred 
to therein relating to pertinent regulations operative in the Nether- 
lands Antilles. In the letter of transmittal it was stated: 

For the purpose of making necessary preparations for seeking the approval 
of the Senate to the proposed extension of the convention of 1948 to the Nether- 
lands Antilles, the Department of State would appreciate being informed whether, 
in accordance with Article X XVII (1) of the convention of 1948, the pertinent 
laws of the Netherlands Antilles are deemed to be ‘substantially similar in 
character’ to those which are the subject of the convention and whether, in the 
view of the Department of the Treasury, the proposed extension is acceptable 

The Department of State informed the Netherlands Embassy, in 
a note of acknowledgment, that the question of extending the opera- 
tion of the convention to the Netherlands Antilles would be given 
study by the appropriate authorities of this Government, that it would 
be necessary to receive the approval of the Senate before the proposed 
extension could be accepted, and that it did not appear ;ossible for 
the extension to be made effective on January 1, 1953, the date 
mentioned in the Ambassador’s note. In accordance with article 
XXVII (2) of the convention, the extension would become effective 
on January 1 following the date of a note from this Government to 
the Netherlands Government accepting the proposed extension. 

It will be observed that, according to the note from the Ambassador, 
the Government of the Netherlands is aware of certain necessary 
limitations on the application of the convention to the Netherlands 
Antilles, if and when the extension is made effective. Those limita- 
tions are as follows: 

1. Article I (1) would have application in the Netherlands Antilles 
only in respect of income taxes and profits taxes, since no property 
tax is levied in that jurisdiction. 

2. Paragraphs (2) and (3) of article VI would have no application 
in the Netherlands Antilles, since the agreements of 1926 and 1939 
referred to have no application in the Netherlands Antilles. 

3. Articles XI and XIII would be deemed to be deleted and of no 
effect, and article XIV would be modified, in accordance with the reser- 
vations above-mentioned. 

4. Article XX would have no application in the Netherlands An- 
tilles, since the provisions thereof relating to certain Netherlands prop- 
erty taxes have no bearing on Netherlands Antilles taxes. 

In the application of article JI (1) (j) of the convention, the term 
“competent authority” would be taken to mean, in the case of the 
Netherlands Antilles, the Administrateur van Financien or his duly 
authorized representative. 

The Department of State has now received from the Department of 
the Treasury a communication indicating that the detailed study of 
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the income-tax laws of the Netherlands Antilles has been completed. 
The Department of the Treasury states that the extension to the 
Netherlands Antilles proposed in the note of June 24, 1952, from the 
Netherlands Ambassador is acceptable. Without undertaking to 
review all of the technical aspects of the question which have been 
considered by the Department of the Treasury in reaching this de- 
cision, some of the pertinent facts are outlined below. 

The Netherlands Antilles are a group of islands off the coast of 
Venezuela, including Aruba, Bonaire, Curacao, Saba, St. Eustalius, 
and St. Martin (Netherlands part). They do not include Dutch 
Guiana (Surinam). It appears that all of the islands of the group 
come within the scope of one income-tax law generally referred to as 
an Ordinance of Curacao and that the latter gives its name to the 
Government of the Dutch West Indies which consists of a governor 
and a council having jurisdiction over the entire group. 

There are various administrative aspects of the proposed extension. 
In the light of the Netherlands Antilles system of income taxation, 
the Department of the Treasury has considered those aspects as &p- 
plied to the taxation of corporations and of both resident and non- 
resident individuals. If necessary in connection with Senate con- 
sideration of the proposed extension, the Department of the Treasury 
is prepared to furnish data covering the technical details and a state- 
ment concerning the article-by-article study which it has made with 
respect to this matter. For present purposes, reference will be made 
to 2 few of the more important points. 

In the application of articles III and IV of the convention, the 
United States would, on a reciprocal basis, subject to its taxation the 
business income of an enterprise of the Netherlands Antilles only if 
that enterprise has a permanent establishment in the United States. 
These provisions have application only to “industrial and commercial 
profits,” that 1s, the field of business income. 

With reference to article VI of the convention, which provides for 
reciprocal exemption of shipping and_ aircraft profits, it should be 
pointed out that the Netherlands Antilles do not impose any income 
tax on nonresident entities deriving income from the operation of 
ships and aircraft to and from the islands. 

With reference to article VII of the convention, it should be men- 
tioned that the Antilles do not impose any income tax on dividends 
derived from sources therein to nonresidents thereof. The article 
provides for a reduction of United States tax on outgoing dividends 
to 15 pereent and, in the case of recipients of dividends from wholly 
owned subsidiaries, a reduction to 5 percent. 

Article VIII provides for reciprocal exemption of outgoing interest 
payments. The Antilles impose a tax only on outgoing interest 
from debts secured by real estate situated therein. 

Article IX, which provides for reciprocal exemption of outgoing 
rovalties, would have effect only in the United States. The Antilles 
do not impose a tax on outgoing rovalties. 

Article XVI, which provides for reciprocal exemption of earned 
‘neome of individuals within prescribed limitations, would have the 
effect of modifying the laws of both the United States and the Ant illes. 

Articles XVII and XVIII provide for reciprocal exemption of teacher 
‘ncome and student or apprentice remittances. 

Article XLX provides that one country will allow a credit against 
‘ts tax for taxes imposed by the other country to the extent provided 
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by its laws. As in the case of the Netherlands, the Antilles law does 
not provide for a credit to an individual who receives income, such as 
dividends, from the United States. Asa result, United States citizens 
resident in the Antilles, as well as Antilles citizens, would receive no 
credit with respect to taxes on such income. American employees of 
the United States interests which operate a refinery on Aruba would 
be among those affected by this provision. Although it was not 
considered advisable, in connection with the request of the Nether- 
lands for an extension of the existing convention to the Antilles, to 
propose a renegotiation of or an amendment to the credit article, 
it is considered advisable to call the matter to the special attention 
of the Senate for such action as it may desire to take with respect 
thereto 

The administrative cooperation provisions in articles XXI to XXVI, 
inclusive; would facilitate operation of the convention, as modified, 
between the United States and the Antilles. Article XXII provides 
for mutual assistance in collection of taxes. So far as this provision 
is concerned, special mention is made as this provision is similar 
to a provision which the Senate, in considering certain other income- 
tax conventions (for example, those with Greece, Norway, and the 
Union of South Africa), expressed an interpretative understanding that 
each of the Governments might collect the other’s tax solely in order 
to insure that the exemptions or reduced rates of tax provided under 
the convention would not be enjoyed by persons not entitled to such 
benefits. It is considered advisable to call the special attention of the 
Senate to the provision for such action as the Senate may desire to 
take with respect thereto. 

In accordance with established policy (see S. Ex. Rept. No. 11, 
80th Cong., 2d sess.), any proposal for extension, before being accepted 
by the United States, is to be submitted to the Senate for approval. 

It is considered that the proposed extension to the Netherlands 
Antilles of the convention of 1948 with the Netherlands, modified as 
indicated hereinbefore, merits favorable consideration by the Senate. 
If and when the Senate has expresssed its approval of such extension, 
the Government of the Netherlands will be notified through diplomatic 
channels of the acceptance by this Government of the proposal, in 
which event the extension, subject to the limitations specified, would 
become effective on January 1 following the date of such notification of 
acceptance. 

Respectfully submitted 

JoHn Foster DuLLEs. 

(Enclosure: Copy of note of June 24, 1952, from the Netherlands 
Ambassador. ) 

NETHERLANDS EmBassy, 
Washington, eee 
FA/1156 

The Netherlands Ambassador presents his compliments to the 
Honorable the Secretary of State and has the honor to refer to the 
Convention between the Kingdom of the Netherlands and the United 
States of America with respect to taxes on income and certain other 
taxes, signed at Washington on April 29, 1948, and to the Protocol of 
Exchange of Instruments of Ratification relating to that Convention 
and signed at Washington on December 1, 1948. 
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Article XXVIT (1) of the Convention provides, inter alia, that either 
of the Contracting States may by a written notification of extension 
declare the desire of the government of any overseas part of the 
Kingdom (in the case of the Netherlands) or overseas territory (in 
the case of the United States) that the operation of the Convention in 
whole or in part shall extend to such part or territory. 

In accordance with the provisions of this Article, the Netherlands 
Government wishes to notify the United States Government of the 
desire of the Government of the Netherlands Antilles that the opera- 
tion of the Convention and of the Protocol of Exchange of Instruments 
of Ratification relating thereto shall, with the limitations specified 
below, extend to the Netherlands Antilles. 

Since no property tax is being levied in the Netherlands Antilles, the 
Convention as extended to that territory is to apply to income taxes 
and profits taxes only. An English translation of the Regulations 
governing these two types of taxes in the Netherlands Antilles is 
enclosed. The tariff of the profit tax is contained in Article 13 of the 
Regulations on the profits tax. The tariff of the income tax is set 
forth in the enclosed schedule entitled ‘Tarief Inkomstenbelasting 
1950’’. 

Article XX and Article VI, (2) and (3) should be excluded from the 
operation of the Convention with respect to the Netherlands Antilles. 
In addition, the provisions contained in the Protocol of December 1, 
1948 are assumed to exclude the applicability of Articles XI and XIII. 
The term “competent authority” referred to in Article II (1) Q) 
should be taken to mean, in the case of the Netherlands Antilles, the 
Administrateur van Financien of the Netherlands Antilles. 

The Netherlands Government supports the request of the Govern- 
ment of the Netherlands Antilles for the extension of the operation of 
the Convention to its territory. Dr. van Roijen therefore wishes to 
suggest that the United States Government accept this notification in 
accordance wii! Article XXVII (2) of the Convention. In case of 
such acceptance the provisions of the Convention and of the Protocol, 
with the limitations specified above, will apply to the Netherlands 
Antilles as of January 1, 1953. 

[EmBassy SEAL} 

Wasuineaton, D. C., June 24, 1962. 


O 
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CONVENTION ON DOUBLE TAXATION WITH THE 
FEDERAL REPUBLIC OF GERMANY 


MESSAGE 


FROM 


THE PRESIDENT OF THE UNITED STATES 


TRANSMITTING 


A CONVENTION BETWEEN THE UNITED STATES OF AMERICA 
AND THE FEDERAL REPUBLIC OF GERMANY FOR THE AVOID- 
ANCE OF DOUBLE TAXATION WITH RESPECT TO TAXES ON 
INCOME, SIGNED IN THE ENGLISH AND GERMAN LANGUAGES 
AT WASHINGTON ON JULY 22, 1954 


Juty 29, 1954.—The convention was read the first time and the injunction of 
secrecy was removed therefrom and together with the President’s message 
and all accompanying papers, was referred to the Committee on Foreign Rela- 
tions and ordered to be printed for the use of the Senate 


THe Wuitre Hovss, 
July 29, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the convention between the United 
States of America and the Federal Republic of Germany for the avoid- 
ance of double taxation with respect to taxes on income, signed in the 
English and German languages at Washington on July 22, 1954. 

1 also transmit for the information of the Senate the report by the 
Secretary of State with respect to the convention. The convention 
has the approval of the Department of State and the Department of 
the Treasury. 

Dwicut D. Ersennower. 

(Enclosures: (1) Report by the Secretary of State; (2) income tax 
convention between the United States and the Federal Republic of 
Germany. ) 
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DEPARTMENT OF STATE, 
Washington, July PA . 1954, 
The PRESIDENT, 


The White House: 


rv 


The undersigned, the Secretary of State, has the honor to lay before 
the President, with a view to its transmission to the Senate to receive 
the advice and consent of that body to ratification, if the President 
approve thereof, a conve ao between the United States of America 
and the Federal Republic of Germany for the avoidance of double 
taxation with respect to ie on income, signed in the English and 
German languages at Washington on July 22, 1954. 

The convention was formulated over a long period as a result of 
technical discussions between representatives of this Governme ’ and 
representatives of the Government of the Federal Republic of Ger- 
many. The Department of State and the Department of the Treasurys 
cooperated in the negotiation of the convention. It has the approval 
f both Departments. 

If and when brought into force, the convention will establish, 
the mutual interest of the two countries and of considerable benefit 
to taxpayers, a satisfactory basis for achieving sie essentially 
the same as those of income-tax conventions now in force between 
the United States and numerous other countries. T he imposition and 
collection of taxes upon the same income by two countries may, and 
often do, result in severe double taxation. An income-tax convention 
is an important and practical step toward removing this undesirable 
impediment to international trade and economic development. The 
negotiation of conventions to give relief from such double taxation 
has been strongly supported by both the taxpayers and the tax 
authorities. 

The provisions of the aaa with the Federal Republic of 
Germany are believed to be in harmony with the policies expressed 
by the Senate in approving en conventions. In matters of principle 
and substance, those provisions are consistent with, if not identical 
to, provisions in one or more of the existing income-tax conventions 
of the United States, including those with Australia, Belgium, Canada, 
Denmark, Finland, France, Greece, Ireland, the Netherlands, New 
Zealand, Norway, Sweden, Switzerland, the Union of South Africa, 
and the United Kingdom. 

The principal features and objectives of the convention with the 
Federal Republic of Germany may be summarized as follows: 

Article I describes the taxes which are the subject of the convention. 
As to the United States, the provisions establishing rules for avoidance 
of double taxation and for administrative cooperation apply only to 
the Federal income taxes, including surtaxes and excess profits taxes. 
They do not apply to taxes imposed by the several States of the United 
States, the District of Columbia, or the Territories or possessions of 
the United States. As to the Federal Republic, the convention applies 
to the income tax, the corporation tax, and the Berlin emergency 
contribution (Notopfer). 

Article IL contains definitions of numerous terms or expressions 
found in the convention, with a provision that in applying the pro- 
visions any term not otherwise defined shall, unless the context 
otherwise requires, have the meaning which that term has under the 
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revenue laws of the country imposing the tax. As usual, there is a 
comprehensive definition of ‘‘permanent establishment” for the 
purposes of the convention. 

Articles III and IV embody principles affecting determination of 
amount, ‘and affecting the taxation, of business income derived by 
enterprises of one country from sources within the other country 
For all practical purposes, they are the same as corresponding pro- 
visions in existing income-tax conventions of the United States a 
other countries. Under article II], business income (industrial 
commercial profits) would be subjected to taxation only if the aad 
prise has a permanent establishment in the country imposing the tax 
Article IV authorizes allocation of business income as between the 
two countries, in accordance with the principle in section 45 of the 
Internal Revenue Code affecting adjustment of accounts as between 
interlocking businesses. The provisions have no application to in- 
vestment income or income arising from pe rsonal services 

Article V, relating to reciproc al exe mption from taxation of profits 
from the operation of ships or aircraft, is consistent with the principle 
embodied in sections 212 (b) and 231 (d) of the Internal Revenue 
Code, as amended, and applies only to business income from such 
operations, with no application to corporate dividends. Relief from 
double taxation in regard to shipping profits has been obtained here- 
tofore pursuant to an exchange of notes in 1923 between the United 
States and the former German Republic. There has not been up to 
this time, however, any agreement covering profits from the operation 
of aircraft. Prior to July 1, 1950, United States airlines operating 
in the Federal Republic of Germany were regarded as auxiliaries of 
the United States Armed Forces and were not subjected to taxation 
by the Federal Republic. On that date they ceased to be so regarded 
and the Federal Republic has asserted income tax against such airlines 
beginning as of that date. It has not been possible to make the 
provisions of the convention retroactive to that date, but the Federal 
Republic authorities indicated a willingness, on an administrative 
basis, upon the signing of the convention, to accord exemption with 
respect to airline profits. By an exchange of notes on the occasion 
of the signing of the convention, this Government received assurances 
that the Federal Republic of Germany would take appropriate 
measures to assure that, for the period from July 1, 1950, and pending 
the entry into force of the convention, “‘the airline companies of the 
United States operating in Germany will be accorded exemption from 
the German corporation income tax, the Berlin Emergency contribu- 
tion, and local government trade taxes insofar as the latter apply to 
income.” , 

Article VI, relating to the taxation of dividends, is more limited 
scope than corresponding provisions in certain tax conventions of the 
United States with other countries. It is confined to dividends paid 
by a corporation of one country to a corporation of the other country 
when the latter corporation owns at least 10 percent of the stock of the 
taxpaying corporation. Moreover, this percentage is to be reduced if 
and to the extent that the stock ownership percentage provided in 
section 131 (f) (1) of the Internal Revenue Code is reduced, so that if 
the requirement of that section is reduced or eliminated the applica- 
tion of article VI of the convention will be automatically and corre- 
spondingly modified. Subject to those limitations, article VI pro- 
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vides for a maximum rate of tax of 15 percent on dividends moving 
from one country to the other. 

Article VII relates to the reciprocal exemption from taxation, on 
certain conditions, of interest on bonds, notes, debentures, securities 
or any other form of indebtedness except interest on debts secured by 
mortgages on farms, timberlands or real property used wholly or 
partly for housing purposes. In the Federal Republic, as in many 
other European countries, interest arising from securities secured by 
real property is regarded as income arising from the real property 
itself, and the Federal Republic authorities desired as to such income 
to retain taxation at the source. As is the case with corresponding 
provisions in tax conventions with other countries, the provisions of 
this article have the effect of modifying the Internal Revenue Code 
to the extent of eliminating United States tax withheld at source on 
interest in the case of residents and corporations of the other country. 

Article VIII contains the provisions regarding reciprocal exemption 
m the case of royalties for the right to use copyrights, artistic and 
scientific works, patents, designs, plans, secret processes and formulas, 
trade-marks and other like property and rights, including rentals and 
similar payments in respect of motion picture films or for the use of 
industrial, commercial, or scientific equipment. 

Article IX relates to the taxation of income from real property 
and royalties in respect of the operation of mines, stone quarries, or 
other natural resources. It is provided, in effect, that a resident or 
corporation of one of the countries deriving such income or royalties 
from sources within the other country may elect to be subject to the 
tax of such other country on a net basis as if he or it were engaged in 
trade or business through a permanent establishment therein. Cor- 
responding provisions are in tax conventions of the United States 
with other countries. In the absence of such provisions, the alien 
would be subject to United States tax of 30 percent of the amount of 
the gross rental or royalty. 

Article X contains the provisions regarding exemption, upon 
specified conditions, from taxation in respect of earned income derived 
as compensation for labor or personal services, including the practice 
of the liberal professions and rendition of services as director. Under 
this article, an individual who is a resident of the United States and 
who performs personal services in the Federal Republic of Germany 
for a United States employer will be exempt from German tax on his 
earned income if he is present in Germany for not more than 183 
days during the taxable year. If employed by a German employer 
or client he is likewise exempt from German tax if the compensation 
allocable to his stay during that period does not exceed $3,000. Like 
corresponding provisions in other tax conventions of the United States, 
this article facilitates the work of commercial travelers and avoids 
administrative difficulties otherwise incident to the filing of foreign 
income-tax forms and the execution of claims for credits. 

Article XI contains the provisions regarding exemption from taxa- 
tion of Government salaries, wages, and similar compensation, public 
pensions, and private pensions and life annuities. As to United 
States tax, the exemption with respect to wages, salaries, and similar 
compensation paid by the Federal Republic of Germany or any of its 
provinces, or from its public pension fund, will apply to aliens other 
than those en were admitted for permanent residence in the United 
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States (that is, those who have the status of immigrants). Paragraph 
1 (c) of article XI deserves special mention in that one of its principal 
effects will be to exempt from German tax the annuity paid by the 
United States to its retired civil-service employees, provided the 
recipient is not a German citizen. 

Article XII contains the provisions relating to exemption from taxa- 
tion, on certain conditions, with respect to the remuneration of pro- 
fessors and teachers of one country temporarily visiting the other 
country for the purpose of teaching. 

Article XIII contains the provisions relating to exemption from 
taxation with respect to (a) remittances received by students or by 
business or technical apprentices, (6) grants, allowances, or awards, 
not including compensation for personal services, received by a resi- 
dent of one country from a religious, charitable, scientific, literary, or 
educational organization of such country while temporarily present in 
the other country, and (c) compensation, if not over $10,000, paid to 
a resident of one country who is temporarily present in the other coun- 
try for not over 1 year solely to acquire technical, professional, or 
business experience from a person other than the enterprise or organi- 
zation paying such compensation. 

Article XIV provides, on a reciprocal basis, for exemption from 
German tax with respect to dividends and interest paid by United 
States corporations except where the recipient is a resident or corpo- 
ration of the Federal Republic. Corresponding provisions are in a 
number of other tax conventions of the United States. 

Article XV relates to credits. It embodies, in general, the prin- 
ciple of the United States tax credit as expressed in section 131 of the 
Internal Revenue Code. Corresponding provisions are in other tax 
conventions of the United States. The provisions of article XV, taken 
together with article XVIII (1), have the effect of providing that sec- 
tion 131 as in effect on the date of signature of the convention will be 
applicable to the allowance of credit for German income taxes. The 
Federal Republic, on its part, adopts the system of exclusion from its 
tax base of items of income derived by residents of Germany from 
sources in the United States to the extent that such items are covered 
by the convention and are not exempt from United States tax. In 
the case of United States citizens residing in Germany, all items of 
income from sources within the United States and taxed by the 
United States will be excluded from the German tax base. However, 
the income excluded from the German tax base will be taken into ac- 
count in determining the tax bracket applicable as to income not ex- 
cluded from such tax base. The provisions of this article do not 
change United States law but do effect a change in German law and 
represent the maximum concession which the Federal Republic was 
prepared to make in relation to credits. 

Article XVI establishes a system of reciprocal cooperation between 
the competent authorities of the two countries, specifying the condi- 
tions under which information may be exc hange ‘d to facilitate admin- 
istration in cases involving taxes to which the convention relates. It 
is provided that information exchanged shall be disclosed only to 
those who are concerned with the assessment and collection of the 
tax. No information is to be exchanged which would disclose any 
trade, business, industrial, or professional secret or any trade process. 
It is provided in paragraph (2) that each country may assist in the 
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collection of taxes imposed by the other country to the extent neces- 
sary to insure that the credit or any other benefit granted under the 
convention shall not be enjoyed by persons not entitled to such 
benefits. Paragraph (3) stipulates that the provisions of the article 
shall not be construed to impose upon either country the obligation 
to carry out administrative measures at variance with its regulations 
and practice or contrary to its sovereignty, security, or public policy 
or to supply particulars not procurable under its own legislation or 
that of the other country. 

Article XVII contains, in paragraph (1), the provisions regarding 
action to be taken respecting claims lodged by taxpayers, such pro- 
visions being similar to provisions on this subject in other tax con- 
ventions of the United States. Paragraph (2) provides that the 
competent authorities of the two countries may settle by mutual 
agreement any difficulty or doubt as to interpretation or application 
of the convention. 

Article XVIIL provides (a) that the convention shall not affect 
the right of diplomatic and consular officers to other or additional 
exemptions; (6) that the convention shall not restrict any exemp- 
tion, deduction, credit, or other allowance accorded by the laws of 
either country in determining its tax or by any other agreement 
between the two countries; and (c) that citizens of one of the countries 
shall not, while resident in the other country, be subject therein 
to other or more burdensome taxes than are the citizens of such other 
country residing therein. The latter is a standard national treatment 
provision and is the — provision in the convention which applies 
to the taxes imposed by States, the District of Columbia, and Terri- 
tories Or possessions of ‘dee United States as well as to Federal taxes. 

Article XIX provides that the competent authorities may prescribe 
regulations and may communicate directly with each other for the 
purpose of giving effect to the provisions of the convention. 

Article XX deals with the procedural requirements whereby the 
terms of the convention may be made applicable to Land Berlin 
1. e., West Berlin). When the procedures stipulated in paragraph 
2) have been taken, the convention is to 7. applicable to Land 
Berlin from the date specified in article XX1 (1). For the purposes 
of the convention, Land Berlin comprises ae areas over which 
the Berlin Senate exercises jurisdiction. 

Article XX1 provides for ratification and for exchange of instru- 
ments of ratification and prescribes that, upon such exchange, the 
convention shall have oo for taxable years beginning on or after 
January 1 of the vear 1 which the exchange ts akes pl wee It is pro- 
vided further that the convention shall continue effective for a period 
of 5 vears, but may be terminated at the end of that period or there- 
after by the giving of a 6-month notice by one of the contracting States 
to the other, in which event that convention would cease to be effective 
for taxable years beginning on January 1 next following the expiration 
of the 6-month period. 

Respectfully submitted 

Jonn Fosrer Duuues. 

Enclosure ee os convention between the United States and 

the Federal Republic of Germany. 
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CONVENTION BETWEEN THE UNITED STATES OF AMER- 
ICA AND THE FEDERAL REPUBLIC OF GERMANY FOR 
THE AVOIDANCE OF DOUBLE TAXATION WITH RE- 
SPECT TO TAXES ON INCOME 


The President of the United States of America and the President 
of the Federal Republic of Germany, desiring to conclude a conven- 
tion for the avoidance of double taxation with respect to taxes on 
income, have appointed for that purpose as their Plenipotentiaries: 

The President of the United States of America 

John Foster Dulles, secretary of State of the United States of 
America, 
The President of the Federal Republic of Germany: 
Minister Albrecht von Kessel, Acting Chargé d’ Affaires of the 
Federal Republic of Germany at Washington, 
who, having communicated to one another their full powers, found in 
200d and due form, have agreed as follows 


ARTICLE I 


(1) The taxes referred to in this Convention are 

a) In the case of the United States of America: The Federal 
income taxes, including surtaxes and excess profits taxes; 

(b) In the ease of the Federal Republic: The income tax, 
the corporation tax and the Berlin emergency contribution 
(Notopfer). 

(2) The present Convention shall also apply to any other income 
or profits tax of a substantially similar character which may be 
imposed by one of the contracting States after the date of signature 
of the present Convention 

ARTICLE II 


(1) As used in this Convention: 

(a) The term “United States” means the United States of 
America, and when used in a geographical sense means the States, 
the Territories of Alaska and Hawaii, and the District of Co- 
lumbia ; 

(b) The term “Federal Republic’? means the Federal Republie 
of Germany and when used in a geographical sense means the 
territory over which the Basic Law for the Federal Republic of 
Germany is in effect; 

(c) The term “permanent establishment’? means a_ branch, 
office, factory, workshop, warehouse, mine, stone quarry or other 
place of exploitation of the ground or soil, permanent display 
and sales office, or a construction or assembly project or the like 
the duration of which exceeds or will likely exceed twelve months, 
or other fixed place of business; but does not include the casual 
and temporary use of mere storage facilities, nor does it include 
an agent or employee unless the agent or employ ee has full power 
for the negotiation and concluding of contracts on behalf of the 
enterprise and also habitually exercises this power, or has a 
stock of merchandise from which he regularly fills orders on behalf 
of the enterprise. An enterprise of one of the contracting States 
shall not be deemed to have a permanent establishment in the 
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other State merely because it carries on business dealings in such 
other State through a commission agent, broker, custodian or 
other independent agent, acting in the ordinary course of his 
business as such. The fact that an enterprise of one of the 
contracting States maintains in the other State a fixed place of 
business exclusively for the purchase of goods and merchandise 
shall not of itself constitute such fixed place of business a per- 
manent establishment of the enterprise. The fact that a cor- 
poration of one contracting State has a subsidiary corporation 
which is a corporation of the other State or which is engaged in 
trade or business in the other State shall not of itself constitute 
that subsidiary corporation a permanent establishment of its 
parent corporation. ‘The maintenance within the territory of one 
of the contracting States by an enterprise of the other contracting 
State of a warehouse for convenience of delivery and not for 
purposes of display shall not of itself constitute a permanent 
establishment within that territory; 

(d) The term “enterprise of one of the contracting States”’ 
means, as the case may be, “‘United States enterprise”’ or ‘“German 
enterprise 

The term “United States enterprise’? means an industrial 
or commercial enterprise or undertaking carried on in the United 
States by a resident (including an individual in his individual 
capacity or as a member of a partnership) or a fiduciary of the 
United States or by a United States corporation or other entity; 
the term “United States corpor: 7 or other entity’? means a 
corporation or other entity created or organized under the law 
of the United States or of any State. or Territory of the United 
States ; 

(f) The term “German enterprise’? means an industrial or 
——— enterprise or undertaking carried on in the Federal 
Republic by a natural person (including an individual in his 
individual capacity or as a member of a partnership) resident in 
the Federal Re ‘public or by a German company; the term ‘‘Ger- 
man company” means juridical persons together with entities 
treated as juridical. persons for tax purposes under the laws of 
the Federal Republic; and 

(zg) The term “competent authorities’? means, in the case of 
the United States, the Commissioner of Internal Revenue as 
authorized by the Secretary of the Treasury; and in the case of 
the Federal Republic, the Federal Ministry of Finance. 

(2) In the application of the provisions of this Convention by one 
of the contracting States any term not otherwise defined shall, unless 
the context otherwise requires, have the meaning which the term has 
under its own applicable laws. For the purposes of this Convention 
“residence” in the Federal Republic shall include the customary 
place of abode therein. 

ARTICLE III 


1) Industrial or commercial profits of an enterprise of one of the 
contracting States a ill not be subject to tax by the other State unless 
the enterprise is engaged in trade or business in such other State 
through a permanent establishment situated therein. If it is so 
engaged, such other State may impose its tax upon the entire income 
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of such enterprise from sources within such State and will limit its 
taxation of the enterprise to income from such sources. 

(2) No account shall be taken in determining the tax in one of the 
contracting States of the mere purchase of merchandise therein by an 
enterprise of the other State. 

(3) Where an enterprise of one of the contracting States is engaged 
in trade or business in the territory of the other contracting State 
through a permanent establishment situated therein, there shall be 
attributed to such permanent establishment the industrial or com- 
mercial profits which it might be expected to derive if it were an 
independent enterprise engaged in the same or similar activities under 
the same or similar conditions and dealing at arm’s length with the 
enterprise of which it is a permanent establishment. 

(4) In the determination of the industrial or commercial profits of 
the permanent establishment there shall be allowed as deductions all 
expenses which are reasonably allocable to the permanent establish- 
ment, including executive and general administrative expenses so 
allocable. 

(5) The competent authorities of the two contracting States may 
lay down rules by agreement for the apportionment of industrial or 
commercial profits. 

ARTICLE IV 


Where an enterprise of one of the contracting States, by reason of 
its participation in the management or the financial structure of an 
enterprise of the other contracting State, agrees to, or imposes on the 
latter enterprise, commercial or financial conditions differing from 
those which would be made with an independent enterprise, any 
profits which would normally have accrued to one of the enterprises, 
but by reason of those conditions have not so accrued, may be included 
in the profits of that enterprise and taxed accordingly 


ARTICLE V 


Profits derived by an enterprise of one of the contracting States 
from the operation of ships or aircraft, shall be exempt from tax by 
the other State. 

ARTICLE VI 


(1) The rate of tax imposed by the United States shall not exceed 
15 percent in the case of dividends from sources within the United 
States derived by a German company not having a permanent estab- 
lishment in the United States and owning at least 10 percent of the 
voting stock of the corporation paying such dividend. 

(2) The rate of tax imposed by the Federal Republic shall not 
exceed 15 percent in the case of dividends from sources within the 
Federal Republic derived by a United States corporation not having 
a permanent establishment in the Federal Republic and owning at 
least 10 percent of the voting stock of the German company paying 
such dividend. 

(3) If, subsequent to the date of signature of this Convention, the 
percentage of stock ownership provided in section 131 (f) (1) of the 
Internal Revenue Code is reduced, the percentage of stock ownership 
provided in paragraphs (1) and (2) of this Article shall likewise be 
deemed to be simultaneously reduced. 
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ARTICLE VII 


Interest on bonds, notes, debentures, securities or on any other form 
of indebtedness (exclusive of interest on debts secured by mortgages 
on farms, timberlands or real property used wholly or partly for 
housing purposes) derived, bona fide as interest, 

(A) by a natural person resident in the Federal Republic, or 
by a German company, not having a permanent establishment 
in the United States, shall be exempt from tax by the United 
States; or 

3) by a resident, or corporation or other entity of the United 
States, not having a permanent establishment in the Federal 
Republic, shall be exempt from tax by the Federal Republic. 


ARTICLE VIII 


Royalties and other amounts derived as bona fide consideration for 
the right to use copyrights, artistic and scientific works, patents, 
designs, plans, secret processes and formulae, trade-marks and other 
like property and rights (including rentals and like payments in respect 
to motion picture films or for the use of industrial, commercial or 
scientific equipment), derived 

A) by a natural person resident in the Federal Republic, or 
by a German company, not having a permanent establishment in 
the United States, shall be exempt from tax by the United States; 
or 

(B) by a resident, or corporation or other entity of the United 
States, not having a permanent establishment in the Federal 
Republic, shall be exempt from tax by the Federal Republic. 


ARTICLE IX 


|) Income ‘rom real property situated in one of the contracting 

States (including gains derived from the sale or exchange of such 
property and interest on debts secured by mortgages on farms, 
timberlands, or real property used wholly or partly for housing pur- 
poses) and royalties in respect of the operation of mines, stone quarries 
or other natural resources derived by a resident or corporation or other 
entity or company of the other contracting State, shall be taxable 
only by the former State. 
(2) (a) A natural person resident in the Federal Republic or a 
German company deriving from sources within the United States any 
item of income coming within the scope of paragraph (1) of this Article, 
may, for any taxable year, elect to be subject to tax by the United 
States on a net income basis as if such resident or company were 
engaged in trade or business within the United States through a 
permanent establishment therein. 

b) A resident or corporation or other entity of the United States 
deriving from sources in the Federal Republic why item of mcome 
coming r within the a of paragraph (1) of this Article, may, for any 
taxable year, elect to be subject to tax by the Federal Re pub leona 
net income basis as if such resident or corpor: ition or other entity 
| in trade or business witbin the Federal Republic through 
a& permanent establishment therein. 


were engage 
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ARTICLE X 


(1) An individual resident of the Federal Republic shall be exempt 
from United States tax upon compensation for labor or personal 
services performed in the United States (including the practice of the 
liberal professions and rendition of services as director) if he is tem- 
porarily present in tbe United States for a period or periods not 
exceeding a total of 183 davs during’ the taxable vear and either of 
the following conditions is met 

(a) his compensation is received for such labor or personal 
services performed as an employee of, or under contract with, 
a natural person resident in the Federal Republic, or a German 
company and such compensation is borne by such resident or 
company, or 

(b) bis compensation received for such labor or personal 
services does not exceed $3,000 

(2) The provisions of paragraph (1) of this Article shall apply, 
mutatis mutandis, to an individual resident of tne United States with 
respect to compensation for sucn labor or personal services performed 
in the Federal Republic. 

ARTICLE XI 


(1) (a) Wages, salaries and similar compensation and pensions paid 
by the United States or by its states, territories or political subdi- 
visions, to an individual (other than a German citizen) shall be exempt 
from tax by the Federal Republic. 

(b) Wages, salaries and similar compensation and pensions paid by 
the Federal Republic, Laender or municipalities, or by a public 
pension fund, ito an individual (other than a citizen of the United 
States and other than an individual who has been admitted to the 
United States for permanent residence therein) shall be exempt from 
tax by the United States. 

(c) For the purposes of this paragraph the term ‘“pensions’’ shall 
be deemed to include annuities paid to a retired civilian government 
employee. 

(2) Private pensions and private life annuities which are from 
sources within one of the contracting States and are paid to individuals 
residing in the other contracting State shall be exempt from taxation 
by the former State. 

(3) The term “pensions”, as used in this Article, means periodic 
payments made in consideration for services rendered or by way of 
compensation for injuries received 

(4) The term “life annuities’’, as used in this Article, means a 
stated sum payable periodically at stated times during life, or during 
a specified number of years, under an obligation to make the pay- 
ments in return for adequate and full consideration in money or 
money’s worth. 

ARTICLE XU 


A professor or teacher, a resident of one of the contracting States, 
who temporarily visits the other contracting State for the purpose of 
teaching for a period not exceeding two years at a university, college, 
school or other educational institution in the other contracting State, 
shall be exempted by the other contracting State from tax on his 
remuneration for such teaching during that period 
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ARTICLE XIII 


(1) A resident of one of the contracting States who is temporarily 
present in the other contracting State solely as a student at a university, 
college, school or other educational institution in the other contract- 
ing State, shall be exempt from tax by the latter State with respect 
to remittances from abroad for study and maintenance. 

2) An apprentice (inclusive of Volontaere and Praktikanten in the 

Federal Republic), a resident of one of the contracting States, who is 
temporarily present in the other contracting State exclusively for the 
purposes of acquiring business or technical experience shall be exempt 
from tax by the latter State in respect of remittances from abroad for 
study and maintenance. 
(3) A resident of one of the contracting States who is a recipient 
of a grant, allowance or award from a nonprofit religious, charitable, 
scientific, literary or educational organization, shall be exempt from 
tax by the other State on such payments from such organization 
(other than compensation for personal services). 

(4) A resident of one of the contracting States who is an employee 
of an enterprise of such State or an organization described in para- 
graph (3) of this Article, and who is temporarily present in the other 
contracting State for a period not exceeding one year solely to acquire 
technical, professional or business experience from any person other 
than such enterprise or organization, shall be exempt from tax by such 
other State on compensation from abroad paid by suc +h enterprise or 
organization if his annual compensation for services wherever per- 
formed does not exceed $10,000. 


ARTICLE XIV 


(1) Dividends and interest paid by a German company (other than a 
United States corporation) shall be exempt from United States tax 
where the recipient is a nonresident alien or a foreign corporation. 

(2) Dividends and interest paid by a United States corporation 
shall be exempt from tax by the Federal Republic where the recipient 
is not a resident or company of the Federal Republic. 


ARTICLE XV 


(1) It is agreed that double taxation shall be avoided in the follow- 
ing manner: 

(a) The United States, in determining its taxes specified in 
Article I of this Convention in the case of its citizens, residents or 
corporations, may, regardless of any other provision of this Con- 
vention, include in the basis upon which such taxes are imposed 
all items of income taxable under the revenue laws of the United 
States as if this Convention had not come into effect. The 
United States shall, however, subject to the provisions of section 
131, Internal Revenue Code, as in effect on the date of the entry 
into force of this Convention, deduct from its taxes the amount 
of Federal Republic taxes spec ified in Article I of this Convention. 
It is agreed that by virtue of the provisions of subparagraph (b) 
of this paragraph the Federal Republic satisfies the similar credit 
requirement set forth in section 131 (a) (3), Internal Revenue 
Code 
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(b) The Federal Republic, in determining its taxes specified 
in Article 1 of this Convention in the case of residents of the 
Federal Republic of German companies, shall exclude from the 
basis upon which its taxes are imposed such items of income as 
are dealt with in this Convention, derived from the United 
States and not exempt from United States tax; but in the case 
of a citizen of the United States resident in the Federal Republic 
there shall be excluded from the tax base all items of income 
derived from the United States provided that the items are 
taxed by the United States. The Federal Republic, however, 
reserves the right to take into account in the determination of 
the rate of its taxes the income excluded as provided in this 
subparagraph. 

The provisions of this Article shall not disturb the exemptions 

from tax of the United States or of the Federal Republic granted by 
Article XI (1) of the present Convention. 


ARTICLE XVI 


The competent authorities of the contracting States shall 
exchange such information (being information available under the 
respective taxation laws of the contracting States) as is necessary for 
carrying out the provisions of the present Convention or for the 
prevention of fraud or the like in relation to the taxes which are the 
subject of the present Convention. Any information so exchanged 
shall be treated as secret and shall not ‘be disclosed to any persons 
other than those concerned with the assessment and collection of the 
taxes which are the subject of the present Convention. No informa- 
tion shall be exchanged which would disclose any trade, business, 
industrial or professional secret or any trade process. 

(2) Each of the contracting States may collect such taxes imposed 
by the other contracting State as though such taxes were the taxes 
of the former State as will ensure that any exemption or reduced rate 
of tax granted under the present Convention by such other State 
shall not be enjoyed by persons not entitled to such benefits. 

(3) In no case shall the provisions of this Article be construed so as 
to impose upon either of the contracting States the obligation to 
carry out administrative measures at variance with the re egulations 
and practice of either contracting State or which would be contrary 
to its sovereignty, security or public policy or to supply particulars 
which are not procurable under its own legislation or that of the 
State making application. 


ARTICLE XVII 


(1) Where a taxpayer shows proof that the action of the tax 
authorities of the contracting States has resulted or will result in 
double taxation contrary to the provisions of the present Convention, 
he shall be entitled to present his case to the State of which he is a 
citizen or a resident, or, if the taxpayer is a company or a corporation 
of one of the contracting States, to that State. Should the taxpayer’s 
claim be deemed worthy of consideration, the competent authority 
of the State to which the claim is made shall endeavor to come to an 
agreement with the competent authority of the other State with a 
view to avoidance of double taxation. 
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) 


2) For the settlement of difficulties or doubts in the interpretation 
or application of the present Convention or in respect of its relation 
to Conventions of the contracting States with third States the com- 
petent authorities of the contracting States shall reach a mutual 
agreement as quickly as possible. 


ARTICLE XVIII 


|) The provisions of this Convention shall not be construed to 
deny or affect in any manner the right of diplomatic and consular 
officers to other or additional exemptions now enjoyed or which may 
hereafter be granted to such officers 

2) The provisions of the present Convention shall not be construed 
to restrict in any manner any exemption, deduction, credit or other 
allowance now or hereafter accorded, by the laws of one of the con- 
tracting States in the determination of the tax imposed by such State, 
or by any other agreement between the contracting States 

o The citizens of one of the contracting States shall not, while 
resident in the other contracting State, be subject therein to other or 
more burdensome taxes than are the citizens of such other contracting 
State residing in its territory. The term “citizens”? as used in this 
Article includes all juridical persons, partnerships and associations 
created or organized under the laws in force in the respective con- 


tracting States. In this Article the word “taxes’’ means taxes of 
every kind or description, whether Federal, State, Laender or 


municipal 
ARTICLE XIX 


(1) The competent authorities of the two contracting States may 
prescribe regulations necessary to carry into effect the present Con- 
vention within the respective States. 

2) The competent authorities of the two contracting States may 
communicate with each other directly for the purpose of giving effect 
to the provisions of this Convention 


ARTICLE XX 


|) The present Convention shall also apply from the date specified 
in paragraph (1) of Article X XI to Land Berlin which for the purposes 
of this Convention comprises those areas over which the Berlin Senate 
exercises jurisdic tion 

2) It is a condition to the application of this Convention to 

Serlin in accordance with the preceding paragraph that the Govern- 
ment of the Federal Republic shall previously have furnished to the 
Government of the United States of America a notification that all 
legal procedures in Berlin necessary for the application of this Con- 
vention therein have been complied with. 

(3) After application of this Convention to Land Berlin in accord- 
ance with paragraphs (1) and (2) of this Article, references in this 
Convention to the Federal Republic shall also be considered references 
to Land Berlin. 


ee ee 
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ARTICLE XXI 


(1) The present Convention shall be ratified and the instruments of 
ratification shall be exchanged at Bonn as soon as possible. It shall 
have effect for the taxable years beginning on or after the first day of 
January of the year in which such exchange takes place. 

(2) The present Convention shall continue effective for a period of 
five years beginning with the calendar year in which the exchange of 
the instruments of ratification takes place:and indefinitely after that 
period, but may be terminated by either of the contracting States 
at the end of the five-year period or at any time thereafter, provided 
that at least six months’ prior notice of termination has been given 
and, in such event, the present Convention shall cease to be effective 
for the taxable years beginning on or after the first day of January 
next following the expiration of the six-month period 

Done at Washington, in duplicate, in the English and German 
languages, each text having equal authenticity, this twenty-second 
day of July, 1954. 

For the United States of America: 

Joun Foster Dues [SEAL] 

For the Federal Republic of Germany: 

ALBRECHT V. KESSEL [SEAL] 
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THE SOUTHEAST ASIA COLLECTIVE DEFENSE TREATY 
AND THE PROTOCOL THERETO 


MESSAGE 


THE PRESIDENT OF THE UNITED STATES 


THE SOUTHEAST ASIA COLLECTIVE DEFENSE TREATY AND THE 
PROTOCOL THERETO, BOTH SIGNED AT MANILA ON SEPTEMBER 
8, 1954 


NOVEMBER 10, 1954.—The treaty and protocol were read the first time, the in- 
junction of secrecy was removed therefrom, and the treaty, protocol, and all 
accompanying papers were referred to the Committee on Foreign Relations and 
ordered to be printed for the use of the Senate 


Tue Waite Hovss, 
November 10, 1954. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith a copy of the Southeast Asia Collective 
Defense Treaty and the protocol thereto, both signed at Manila on 
September 8, 1954. 

I transmit also for the information of the Senate a copy of a declara- 
tion known as the Pacific Charter, which was drawn up at Manila and 
signed on that same date. The charter proclaims the dedication of the 
signatory governments to the ideals of self-determination, self- 
government, and independence. It is a declaration of principles and 
does not require the advice and consent of the Senate. 

There is further transmitted for the information of the Senate the 
report made to me by the Secretary of State regarding the Southeast 
Asia Collective Defense Treaty and the protocol thereto. 1 concur 
in the recommendation of the Secretary that the ‘‘unanimous agree- 
ment’’ required by article IV, paragraph 1, for the designation of 
states or territories, by article VII for the invitation to states to accede 
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to the treaty, and by article VIII for a change in the treaty area is to 
be understood in each instance as requiring the advice and consent of 
the Senate. 

The treaty is designed to promote security and peace in Southeast 
Asia and the Southwestern Pacific by deterring Communist and other 
aggression in that area. It is a treaty for defense against both open 
armed attack and internal subversion. Included in the treaty is an 
understanding on behalf of the United States that the only armed 
attack in the treaty area which the United States would regard as 
necessarily dangerous to our peace and security would be a Commun- 
ist armed attack. The treaty calls for economic cooperation to enable 
the free countries of this area to gain strength and vigor not only mili- 
tarily but also socially and economically. 

The Southeast Asia Collective Defense Treaty complements our 
other security treaties in the Pacific and constitutes an important link 
in the collective security of the free nations of Southeast Asia and the 
Pacific. 

I recommend that the Senate give early and favorable consideration 
to the treaty and protocol submitted herewith, and advise and consent 
to the ratification thereof subject to the understanding of the United 
States contained in the treaty. 

Dwicut D. EisenHoweEr. 


(Enlosures: (1) Report of the Secretary of State, (2) copy of the 
treaty, (3) copy of the protocol, (4) copy of the Pacific Charter.) 


DEPARTMENT OF STATE, 
Washington, November 2, 1954 
The PRESIDENT, 
The White House: 

I have the honor to submit to you, with a view to the transmission 
thereof to the Senate for its advice and consent to ratification, a copy 
of the Southeast Asia Collective Defense Treaty and the protocol 
thereto, both signed at Manila September 8, 1954. There is also 
transmitted, for the information of the Senate, a copy of the Pacific 
Charter signed and proclaimed at Manila on the same date. The 
charter is a declaration of principles and does not require the advice 
and consent of the Senate. 

At your request Senator H. Alexander Smith and Senator Michael 
J. Mansfield of the Senate Foreign Relations Committee accompanied 
me to the Manila Conference as “plenipotentiary delegates and signed, 
with me, the treaty, the protocol, and the Pacific Charter. I am 
greatly indebted to the contributions which they made to the success- 
ful negotiation of these instruments. This treaty is one in which the 
Executive and the Senate, through both political parties, cooperated 
all along the way. 

The purpose of the Southeast Asia Collective Defense Treaty is the 
creation of unity for security and peace in Southeast Asia and the 
Southwestern Pacific. Eight nations—Australia, France, New Zea- 
land, Pakistan, the Republic of the Philippines, Thailand, the United 
Kingdom, and the United States—participated in the negotiation as 
free and equal partners. It is a treaty for collective defense against 
both open armed attack and internal subversion. Although the 
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United States has no direct territorial interest in Southeast Asia, we 
have much in common with the people and governments of this area 
and are united in the face of a common danger that stems from 
international communism. 

As I stated in my address to the Nation on September 15, the unity 
envisaged by the treaty is something that the United States has long 
sought. In 1951, on behalf of the preceding administration, I nego- 
tiated security treaties with Australia and New Zealand, with the 
Republic of the Philippines, and with Japan. Since then a mutual 
defense treaty with Korea has also been concluded, subject to exchange 
of instruments of ratification. Each of these treaties has a continuing 
role in the development of a Pacific security system, and each con- 
templated the development of a more comprehensive system of regional 
security in the Pacific area. 

Like the earlier treaties, the Manila Pact is in full conformity with 
the purposes and principles set forth in the Charter of the United 
Nations and is based on article 51, which recognizes the inherent 
right of individual or collective self-defense. It is directed against no 
government, against no nation, and against no peoples. 

The treaty consists of a preamble and 11 articles. The preamble 
sets forth the spirit and purposes of the treaty. It recognizes the 
sovereign equality of all the parties and reiterates their faith in the 
Charter of the United Nations and their desire to live in peace with 
all peoples and all governments. Reaffirming the principle of equal 
rights and self-determination of peoples, it declares the intention of 
the parties to strive by every peaceful means to promote self-govern- 
ment and to secure the independence of those countries whose people 
desire it and are able to undertake its responsibilities. Declaring 
publicly and formally their sense of unity, the parties give warning 
to any potential aggressor that they stand together in the area. The 
preamble expresses also the fundamental purpose of the treaty, i. e., 
the further coordination of efforts for collective defense for the preser- 
vation of peace and security. 

Article I contains undertakings similar to those in comparable 
articles of other security treaties. By its terms the parties reaffirm 
their solemn obligations under the Charter of the United Nations to 
settle by peac eful means any international disputes in which they may 
be involved, and to refrain in their international relations from the 
threat or use of force inconsistent with the purposes of the United 
Nations. All of the parties to the treaty are members of the United 
Nations. 

Article IT incorporates in the treaty the principle of the Vanden- 
berg resolution (S. Res. 239, 80th Cong.), which requires that regional 
and collective security arrangements joined in by the United States 
be based on continuous self-help and mutual aid. The parties pledge 
themselves by such means not only to maintain and develop their 
individual and collective capacity to resist armed attack but also to 
prevent and counter subversive activities directed from without 
against their territorial integrity and political stability. The treaty 
thus recognizes the danger of subversion and indirect aggression, which 
as we are keenly aware have been principal tools of international 
communism. 

Article III recognizes the importance of free institutions and sound 
economies in achieving the objectives of peace and security. It is 
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based on the realization that the opportunities of communism will 
diminish if through economic cooperation the free nations are able to 
develop their internal stability. The parties agree to cooperate in 
promoting economic progress and social we ‘I- being. This article does 
not commit the United States to any grant program. However, as 
I stated in my address of September 15, Congress had the vision to 
see this year that there might be special needs in Southeast Asia. 
By the Mutual Security Act, Congress has already provided certain 
funds which may be used to assist the free governments of Southeast 
Asia. 

The article builds no economic walls against countries or territories 
not parties to the treaty. While a special relationship ought to 
prevail as between those countries which together assume serious 
commitments, the treaty countries are fully aware of the importance 
from an economic standpoint of such nations as Japan, Indonesia, 
Burma, Ceylon, India, Formosa, and other areas in the Far East and 
South Asia area. Article II] does not preclude our continued economic 
cooperation with these and other countries whose economic welfare 
is deemed important to the stability of the treaty area as well as to 
our own well-being. 

Article IV contains some of the most important provisions of the 
treaty. It sets forth the measures by which the parties agree to take 
action against armed aggression and against the danger of subversion 
and indirect aggression. 

Under paragraph 1 of that article each of the parties recognizes 

that 
aggression by means of armed attack in the treaty area against any of the Parties 
or against any State or territory which the Parties by unanimous agreement may 
hereafter designate, would endanger its own peace and safety, and agrees that it 
will in that event act to meet the common danger in accordance with its consti- 
tutional processes. 
That language is based upon the Monroe Doctrine principle and 
follows the pattern of other United States security treaties in the 
Pacific. Each party recognizes in article [V, paragraph 1, that the 
armed attack referred to therein would be dangerous to its own peace 
and safety. 

In the case of the United States, only a Communist armed attack 
“an bring that treaty provision into operation. The understanding 
of the United States in this respect is embodied in the treaty itself. 
It reads as follows: 

The United States of America in executing the present Treaty does so with 
the understanding that its recognition of the effect of aggression and armed attack 
and its agreement with reference thereto in Article IV, paragraph 1, apply only 
to communist aggression but affirms that in the event of other aggression or 
armed attack it will consult under the provisions of Article IV, paragraph 2. 

This understanding reflects the special position of the United States 
as the only one of the signatories which does not have any territory 
in the ¥ aty area. For the other signatories the treaty deals with 
any and all acts of aggression which might disturb the peace of the 
area. For the United States, however, it is expressly stipulated that 
the only armed attack which the United States would regard as neces- 
sarily dangerous to our peace and security would be a Communist 
armed attack. Recognition that Communist armed aggression in 
Southeast Asia would in fact endanger the peace and security of the 
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United States, and call for counteraction by the United States, is 
based on the realization that the spread of international communism 
poses a threat to the United States as it does to the entire free world. 

The language of paragraph 1 also provides for designation, by 
unanimous agreement, of other states or territories an armed attack 
against which will result in bringing certain of the treaty provisions 
into operation. I recommend that you inform the Senate that this 
provision is to be interpreted as requiring the advice and consent of 
the United States Senate to any agreement making such a designation. 

The agreement of each of the parties to act to me et the common 
danger ‘‘in accordance with its constitutional processes’ leaves to the 
judgment of each country the type of action to be taken in the event 
an armed attack occurs. There is, of course, a wide range of defensive 
measures which might be appropriate depending upon the circum- 
stances. Any action which the United States might take would, of 
course, be in accordance with its constitutional processes. 

Provision is made in the final sentence of the paragraph for report- 
ing the measures taken against armed aggression to the Security Coun- 
cil of the United Nations in accordance with the obligation of the 
parties under article 51 of the United Nations Charter. 

The danger from subversion and indirect aggression is dealt with in 
paragraph 2 of article [V, which meets this difficult problem more 
explicitly than any other security treaty we have made. It provides 
for immediate consultation by the parties whenever any party believes 
that the integrity of the treaty area is threatened by other than armed 
attack. The threat may be to the territorial inviolability or in- 
tegrity, or to the sovereignty or political independence of any party 
in the tre aty area or any other state or territory to which paragr aph 1 


of the article may from time to time apply. The paragraph contains 
no obligation beyond eee but the purpose of consultation is 
to agree on measures to be taken for the common defense. In its 


understanding with selene to article IV, paragraph 1, the United 
States affirms that in the event of any aggression or armed attack 
other than Communist aggression it will observe the consultation 
provisions of article 1V, paragraph 2. 

Paragraph 3 affirms the principle of equal rights and self-determina- 
tion of peoples proclaimed by the treaty signatories in the Pacific 
Charter. It states the understanding of the parties that, except at 
the invitation or consent of the government concerned, no action 
shall be taken on the territory of any state designated under para- 
graph 1 or on any territory so designated. 

To facilitate implementation of the treaty, article V establishes a 
Council, on which each party is to be represented. The Council will 
provide for consultation with regard to military and other planning as 
the changing situation in the treaty area may require. 

No material changes in the military planning of the United States 
will be required by our participation in the Council. At present, 
United States plans call for maintaining at all times powerful naval 
and air forces in the Western Pacific capable of striking at any aggres- 
sor by means and at places of our choosing. As I explained at the 
Manila Conference, the responsibilities of the United States are so 
vast and farflung that we bidiove we would serve best not by ear- 
marking forces for particular areas of the Far East but by developing 
the deterrent of mobile striking power plus strategically placed 
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reserves. The Conference accepted that viewpoint, recognizing that 
the deterrent power we thus create can protect many as effectively as 
it protects one. However, other treaty members may deem it desirable 
to make their contribution toward strengthening the defense of the 
area by specific force commitments for that purpose. 

Article VI makes clear that the obligations of the parties under the 
treaty do not affect in any way their obligations under the United 
Nations Charter. It recognizes the primary responsibility of the 
United Nations in maintaining international peace and security. Each 
party declares that it has no existing international obligations in con- 
flict with the treaty and undertakes not to enter into any international 
engagements in conflict with it. 

Article VII takes into account that not all countries whose interests 
now or in the future may be bound up with the Southeast Asia Collec- 
tive Defense Treaty are in a position to become parties at this time. 
It accordingly provides that the parties, by unanimous agreement, 
may invite any other state in a position to further the objectives of 
the treaty and to contribute to the security of the area, to accede to 
the treaty at a later date. I recommend that this article be inter- 
preted as requiring the advice and consent of the Senate for the 
United States to join in the ‘‘unanimous agreement”’ required for the 
invitation of new parties. 

Article VIII defines the “treaty area’ as the general area of South- 
east Asia, including the entire territories of the Asian parties, and the 
general area of the Southwest Pacific not including the Pacific area 
north of 21 degrees 30 minutes north latitude. Provision is made 
for amendment of the treaty area by unanimous agreement. On 
the part of the United States, I recommend that Senate advice and 
consent be required for such agreement. 

Article IX assigns to the Republic of the Philippines the customary 
duties as depositary of the treaty. Paragraph 2 provides that the 
treaty shall be ratified and its provisions carried out by the parties 
in accordance with their respective constitutional processes. The 
association of the United States in collective arrangements “by con- 
stitutional process’? was recommended by the Vandenberg resolution 
and has been the basis for all of our security treaties. 

Paragraph 3 of article 1X provides that deposit of ratifications by 
a majority of the signatories shall bring the treaty into force between 
the states which have ratified it. With respect to each other state 
it shall come into force on the date ef deposit of its ratification. 

According to article X the treaty has indefinite duration, but any 
party may cease to be a party 1 year after its notice of denunciation 
has been given. It is hoped that the cooperation for peace and se- 
curity which is the objective of this treaty will be permanent. How- 
ever, since the conditions in the treaty area are subject to fluctuation, 
a flexible provision in respect to duration seems desirable. 

Article XI is a formal article regarding the authentic language texts 
of the treaty. 

The protocol extends the benefits of articles III and IV to the 
States of Cambodia and Laos and the free territory under the jurisdic- 
tion of the State of Vietnam. The Indochina situation was considered 
by some of the treaty signatories as creating obstacles to these three 
countries becoming actual parties to the treaty at the present time. 
By designating them as states or territories for the purposes of article 
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IV, the protocol assures that armed attack or indirect aggression 
against Cambodia, Laos, or the territory under Vietnamese jurisdic- 
tion will bring into operation the obligations of the parties under that 
article It thus throws over those new nations a certain mantle of 
protection. The protocol also extends to those countries eligibility 
in respect of the economic measures, including technical assistance, 
contemplated by article III. It thus recognizes that economic prog- 
ress and social well-being in these areas are essential to the economic 
welfare of the whole area and a vital force in combating the oppor- 
tunities of communism. 

In addition to the treaty and protocol, there was also drawn up 
and signed at the Manila Conference a declaration known as the 
Pacific Charter. The charter was the idea of President Magsaysay 
of the Republic of the Philippines, who emphasized the importance 
of making clear that the treaty signatories were seeking the welfare 
of the Asian peoples and were not promoting “colonialism.” As I 
said in my opening address to the Conference, one of communism’s 
most effective weapons is to pretend that the Western Powers are 
seeking to impose colonialism on the Asian people. I said then that 
we must make abundantly clear our intention to invigorate inde- 
pendence. 

The Pacific Charter proclaims certain basic principles in relation 
to the right of peoples to self-determination, self-government, and 
independence. It dedicates all the signatories to uphold these prin- 
ciples for all countries whose people desire it and are able to undertake 
its responsibilities. In the Pacific Charter the West and the East 
have joined in a pledge of fellowship that supports and invigorates 
the basic principles which underlie the Southeast Asia Collective 
Defense Treaty and protocol. 

In view of the importance of the Southeast Asia Collective Defense 
Treaty and protocol as a deterrent to Communist and other aggres- 
sion and as a bulwark in the maintenance of peace and security in the 
Pacific area, it is hoped that the treaty including the understanding of 
the United States contained therein, together with the protocol, will 
be given early and favorable consideration by the Senate. 

Respec tfully submitted. 

JoHn Foster Duties 

(Enclosures: (1) Southeast Asia Collective Defense Treaty, (2) 
protocol, (3) Pacific Charter.) 


Sourneast Asta CoLiectivE Drerense TREATY 


The Parties to this Treaty, 

Recognizing the sovereign equality of all the Parties, 

Reiterating their faith in the purposes and principles set forth in the 
Charter of the United Nations and their desire to live in peace with 
all peoples and all governments, 

Reaffirming that, in accordance with the Charter of the United 
Nations, they uphold the principle of equal rights and self-determina- 
tion of peoples, and declaring that they will earnestly strive by every 
peaceful means to promote se if-government and to secure the inde- 
pendence of all countries whose peoples desire it and are able to under- 
take its responsibilities, 
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Desiring to strengthen the fabric of peace and freedom and to up- 
hold the principles of democracy, individual liberty and the rule of 
law, and to promote the economic well-being and development of all 
peoples in the treaty area, 

Intending to declare publicly and formally their sense of unity, so 
that any potential aggressor will appreciate that the Parties stand to- 
gether in the area, and 

Desiring further to coordinate their efforts for collective defense for 
the preservation of peace and security, 

Therefore agree as follows: 


ARTICLE | 


The Parties undertake, as set forth in the Charter of the United 
Nations, to settle any international disputes in which they may be 
involved by peaceful means in such a manner that international peace 
and security and justice are not endangered, and to refrain in their 
international relations from the threat or use of force in any manner 
inconsistent with the purposes of the United Nations. 


ArticuE I] 


In order more effectively to achieve the objectives of this Treaty 
the Parties, separately and jointly, by means of continuous and effec- 
tive self-help and mutual aid will maintain and develop their indi- 
vidual and collective capacity to resist armed attack and to prevent 
and counter subversive activities directed from without against their 
territorial integrity and political stability. 


ArTIcLE II] 


The Parties undertake to strengthen their free institutions and to 
cooperate with one another in the further development of economic 
measures, including technical assistance, designed both to promote 
economic progess and social well-being and to further the individual 
and collective efforts of governments toward these ends. 


ARTICLE I\ 


1. Each Party recognizes that aggression by means of armed attack 
in the treaty area against any of the Parties or against any State or 
territory which the Parties by unanimous agreement may hereafter 
designate, would endanger its own peace and safety, and agrees that 
it will in that event act to meet the common danger in accordance with 
its constitutional processes. Measures taken under this paragraph 
shall be immediately reported to the Security Council of the United 
Nations. 

2. If, in the opinion of any of the Parties, the inviolability or the 
integrity of the territory or the sovereignty or political independence 
of any Party in the treaty area or of any other State or territory to 
which the provisions of paragraph 1 of this Article from time to time 
apply is threatened in any way other than by armed attack or is 
affected or threatened by any fact or situation which might endanger 
the peace of the area, the Parties shall consult immediately in order to 
agree on the measures which should be taken for the common defense. 
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3. It is understood that no action on the territory of any State 
designated by unanimous agreement under paragraph | of this Article 
or on any territory so designated shall be taken except at the invitation 
or with the consent of the government concerned. 


ARTICLE V 


The Parties hereby establish a Council, on which each of them shall 
be represented, to consider matters concerning the implementation of 
this Treaty. The Council shall provide for consultation with regard 
to military and any other planning as the situation obtaining in the 
treaty area may from time to time require. The Council shall be 
so organized as to be able to meet at any time. 


ARTICLE VI 


This Treaty does not affect and shall not be interpreted as affecting 
in any way the rights and obligations of any of the Parties under the 
Charter of the United Nations or the responsibility of the United 
Nations for the maintenance of international peace and security. 
Each Party declares that none of the international engagements now 
in force between it and any other of the Parties or any third party is 
in conflict with the provisions of this Treaty, and undertakes not to 
enter into any international engagement in conflict with this Treaty. 


ArticLE VII 


Any other State in a position to further the objectives of this Treaty 
and to contribute to the security of the area may, by unanimous agree- 
ment of the Parties, be invited to accede to this Tre ‘aty. Any State 
so invited may become a Party to the Treaty by depositing its instru- 
ment of accession with the Government of the Republic of the P hilip- 
pines. The Government of the Republic of the Philippines shall in- 
form each of the Parties of the deposit of each such instrument of 
accession. 


ARTICLE VIII 


As used in this Treaty, the “treaty area”’ is the general area of South- 
east Asia, including also the entire territories of the Asian Parties, and 
the general area of the Southwest Pacific not including the Pacific area 
north of 21 degrees 30 minutes north latitude. The Parties may, by 
unanimous agreement, amend this Article to include within the treaty 
area the territory of any State acceding to this Treaty in accordance 
with Article VII or otherwise to change the treaty area. 


ARTICLE LX 


. This Treaty shall be deposited in the archives of the Government 
of the Republic of the Philippines. Duly certified copies thereof shall 
be transmitted by that government to the other signatories. 

The Treaty shall be ratified and its provisions carried out by the 
Parties in accordance with their respective constitutional processes. 
The instruments of ratification shall be deposited as soon as possible 
with the Government of the Republic of the Philippines, which shall 
notify all of the other signatories of such deposit. 
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The Treaty shall enter into force between the States which have 
ratified it as soon as the instruments of ratification of a majority of 
the signatories shall have been deposited, and shall come into effect 
with respect to each other State on the date of the deposit of its instru- 
ment of ratification. 


ARTICLE X 


This Treaty shall remain in force indefinitely, but any Party may 
cease to be a Party one year after its notice of ‘denunciation has been 
given to the Government of the Republic of the Philippines, which 
shall inform the Governments of the other Parties of the deposit of 
each notice of denunciation. 


ArTICLE XI 


The English text of this Treaty is binding on the Parties, but when 
the Parties have agreed to the French text thereof and have so notified 
the Government of the Republic of the Philippines, the French text 
shall be equally authentic and binding on the Parties. 


UNDERSTANDING OF THE UNITED STATES OF AMERICA 


The United States of America in executing the present Treaty does 
so with the understanding that its recognition of the effect of aggres- 
sion and armed attack and its agreement with reference thereto in 
Article IV, paragraph 1, apply only to communist aggression but 
affirms that in the event of other aggression or armed attack it will 
consult under the provisions of Article IV, paragraph 2, 

In witness whereof, the undersigned Plenipotentiaries have signed 
this Treaty. 

Done at Manila, this eighth day of September, 1954. 

For Australia: 

R. G. Casry 

For France: 

G. La CHAMBRE 

For New Zealand: 

CLirton WEBB 
For Pakistan: 
Signed for transmission to my Government for its consideration 
and action in accordance with the Constitution of Pakistan. 
ZAFRULLA KHAN 
For the Republic of the Philippines: 
Carztos P. Garcia 
Francisco A, DELGADO 
Tomas L. Casini 
LORENZO M. TANADA 
CorNELIO T. VILLAREAL 

For the Kingdom of Thailand: 

Wan WairHayaKkon Krommun Narapuiep BoNGSPRABANDR 
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For the United Kingdom of Great Britain and Northern Ireland: 
READING 
For the United States of America: 
JoHN Foster DuLies 
H. ALEXANDER SMITH 
Micuakt J. MANSFIELD 

I certiry THAT the foregoing is a true copy of the Southeast Asia 
Collective Defense Treaty concluded and signed in the English 
language at Manila, on September 8, 1954, the signed original of 
which is deposited in the archives of the Government of the Republic 
of the Philippines. 

IN TESTIMONY WHEREOF, I, Raut S. Maneuapus, Undersecretary 
of Foreign Affairs of the Republic of the Philippines, have hereunto 
set my hand and caused the seal of the Department of Foreign 
Affairs to be affixed at the City of Manila, this 14th day of October, 
1954. 

[SEAL] Raul S. Manglapus 

Raut S. MANGLAPUS 
Undersecretary of Foreign Affairs 


PROTOCOL TO THE SOUTHEAST ASIA COLLECTIVE 
DEFENSE TREATY 


DEsIGNATION OF States AND TERRITORY AS TO WuaIcH PROVISIONS 
oF ARTICLE IV anp ArticLE III Are To Be AppuicaBLe 


The Parties to the Southeast Asia Collective Defense Treaty 
unanimously designate for the purposes of Article IV of the Treaty 
the States of Cambodia and Laos and the free territory under the 
jurisdiction of the State of Vietnam. 

The Parties further agree that the above mentioned states and 
territory shall be eligible in respect of the economic measures con- 
templated by Article III. 

This Protocol shall enter into force simultaneously with the coming 
into force of the Treaty. 

IN WITNESS WHEREOF, the undersigned Plenipotentiaries have 
signed this Protocol to the Southeast Asia Collective Defense Treaty. 

Done at Manila, this eighth day of September, 1954. 

For Australia: 

R. G. Casry 

For France: 

G. La CHAMBRE 

For New Zealand: 

CLIFTON WEBB 

For Pakistan: 

Signed for transmission to my Government for its consideration 
and action in accordance with the Constitution of Pakistan. 
ZAFRULLA KHAN 
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For the Republic of the Philippines: 
Cartos P. Garcia 
Francisco A. DreL_Gapo 
Tomas L. Capri 
Lorenzo M. TaNapa 
CorneELIO T. VILLAREAL 


For the Kingdom of Thailand: 
Wan WartHaAYAKON KROoMMUN NARADHIP BONGSPRABANDH 
For the United Kingdom of Great Britain and Northern Ireland: 
READING 
For the United States of America: 
Joun Foster DULLES 
H. ALEXANDER SMITH 
MicHakE.t J. MANSFIELD 


I certiFy THAT the foregoing is a true copy of the Protocol to the 
Southeast Asia Collective Defense Treaty concluded and signed in the 
English language at Manila, on September 8, 1954, the signed original 
of which is deposited in the archives of the Government of the Re- 
public of the Philippines. 


IN TESTIMONY WHEREOF, I, Raut S. ManGuapus, Undersecretary 
of Foreign Affairs of the Republic of the Philippines, have hereunto 
set my hand and caused the seal of the Department of Foreign Affairs 
to be affixed at the City of Manila, this 14th day of October, 1954. 


[SEAL] Raul S. Manglapus 
Raut S, MANGLAPUS 
Undersecre tary of Fore ign Affairs 


PACIFIC CHARTER 


The Delegates of Australia, France, New Zealand, Pakistan, the 
Republic of the Philippines, the Kingdom of Thailand, the United 
Kingdom of Great Britain and Northern Ireland, and the United 
States of America; 

DerstrinG to establish a firm basis for common action to maintain 
peace and security in Southeast Asia and the Southwest Pacific; 

ConvinceD that common action to this end, in order to be 
worthy and effective, must be inspired by the highest principles of 
justice and liberty; 

Do HEREBY PROCLAIM: 

First, in accordance with the provisions of the United Nations 
Charter, they uphold the principle of equal rights and self-determina- 
tion of peoples and they will earnestly strive by every peaceful means 
to promote self-government and to secure the independence of all 
countries whose peoples desire it and are able to undertake its re- 
sponsibilities; 

Second, they are each prepared to continue taking effective practical 
measures to ensure conditions favorable to the orderly achievement 
of the foregoing purposes in accordance with their constitutional 
processes ; 
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Third, they will continue to cooperate in the economic, social and 
cultural fields in order to promote higher living standards, economic 
progress and social well-being in this region; 

Fourth, as declared in the Southeast Asia Collective Defense 
Treaty, they are determined to prevent or counter by appropriate 
means any attempt in the treaty area to subvert their freedom or to 
destroy their sovereignty or territorial integrity. 

PRocLAIMED at Manila, this eighth,day of September, 1954. 

(Initialed by R. G. Casry 

Delegate of Australia 

(Initialed by G. La CHAMBRE) 

Delegate of France 
(Initialed by CLirron WEBB 

Delegate of New Zealand 
(Sgd.) ZAFRULLA KHAN 

Delegate of Pakistan 

(S¢d.) Cartos P. Garcia 

(Sgd.) Francisco A. DELGADO 

(S¢d.) Tomas L. Casiut 

(Sgd.) Lorenzo M. TaNapa 

(Sgd.) Cornexio T. VILLAREAL 

Delegates of the Republic of the Philippines 
(S¢d.) Wan WatrHayAKon KrommMun Narapuip BonGspra- 
BANDH 
Delegate of the Kingdom of Thailand 
(Initialed ad referendum by ReapiIn@) 
Delegate of the United Kingdom of Great Britain and Northern 
Treland 
(S¢d.) JouN Foster DULLES 
(S¢d.) H. ALEXANDER SMITH 
(S¢d.) Muicnart J. MANSFIELD 
Delegate 8 of the United States of America 


P 
O 





